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ABSTRACT 

Updated were statistics of an earlier study done by 
the Education Commission of the States (ECS) in 1980, entitled "The 
Missouri School Finance Study." The recent results differed from the 
earlier study's, illustrating ♦•.he extent to which revenues per pupil 
depended on local property wcdth and income. The results of the 
first study indicated a mar;ced decrease in the strength of the 
relationsnip between revenues per pupil and property wealth per 
pupil. Findings of the second study did not indicate a strong 
correlation between revenues per pupil and property wealth per pupil. 
A stronger relationship between revenues per pupil and income 
appeared. These results indicate that the goal of improving the 
fairness of the statewide system of school finance was not achieved 
and that the failure was not due to a.^efective method of 
apportionment but to an inadequate level of funding. Included is 
information on the state's increasing role in financing elementary 
and secondary education, on the effects of general economic 
conditions in the last decade, and on other matters pertinent to a 
general discussion of school finance. (SI) 
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Foreword 

This report is an outcome of a cost-sharing award from the National 
Conference of State Legislatures' Committee on Education and Labor. Funds for 
the award were made available to the Committee by the National Institute of 
Education under Contract Number 400-82-0005 • The Missouri House of 
Representatives is grateful to the Committee for the award and for the 
encouragement and assistance the Committee and its staff have given. 

The House of Representatives sought the NCSL-NIE award to enable it to 
develop and enhance its ability to deal with school finance issues, ia 
particular to develop methods for evaluating the adequacy and equity of public 
school finance in Missouri. 

Discussions and debates over school finance have occupied and will 
continue to occupy center stage for state policy makers. This report analyzes 
school finance in Missouri during a period in which major reforms were made in 
the way state aid is apportioned to the schools. In brief, the results of 
this analysis show that the goal of improving the fairness of the statewide 
system of school finance was not achieved in this period but the failure was 
not due to a defective method of apportionment but to an inadequate level of 
funding. The school aid formula would have worked better if more money had 
been available to be distributed through it. In 1982 the General Assembly and 
the voters of the state have addressed the level of funding and have provided 
significant new sources of moneys to the schools . Because these new moneys 
will be distributed essentially on a flat-grant basis, hoiviver, they are 
likely to have a regressive effect on the equity of the systan. Thus major 
questions of policy remain. This report, both its methods and results, should 
contribute to the continuing debate. 

B. Darrell Jackson 
Project Director and 
Director of Research 
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Thm EQUITY OF PUBLIC SfflOOL FINANCE IN MISSOURI: 1977 - 1981 



I. INTRODUCTION 

The 1977 reform of Missouri's state aid formula reflected a national 
trend in the reform of state school finance systems."^ A major force behind 
these reforms was litigation initiated by individuals and groups who believed 
their state's system of financing education to be unfair. Since local 
property taxes produce the major source of school revenue in most states, 
those districts with high property wealth have been able to generate and spend 
more dollars per pupil than districts with low property wealth. Unless some 
other equalization mechanism is in place, a student's educational opportunity 
within a state is directly dependent upon the wealth of the district in which 
he happens to live. 

In a landmark case in the early 1970 's, Serrano vs. Priest , the 

California Supreme Court found that California's school financing system 

violated the equal protection clause ot both the California state constitution 

2 

and the Fourteenth Amendment of the U.S. Constitution. The court said that 
equal educational opportunity was being denied students in California because 
the quality of education, as measured by per -pupil expenditures, was directly 
dependent upon the wealth of the school district in which a student resided. 
The state, by distributing state aid on a flat grant or per pupil basis, did 
nothing to equalize the statewide disparities that existed under the system. 
A second issue raised in this case was that of "taxpayer burden equity". As 
illustrated on page 2, when a district has relatively low assessed valuation, 
ito levy must be at a higher race than a district with high assessed valuation 
to produce the same amount of revenue. 



House Bill 13.1, Codified in Chapter 163, Revised Statutes of Missouri, 

appears in Appendix B. 
^ Serrano vs. Priest , 96 cal. Rptr. 601, 487 p. 2d 1241 (1971). 
^ . 7 
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District A 



District B 



Assessed Valuation 



20,000,000 



40,000,000 



Levy 



X 



$4.25 



X 



$2.83 



Revenue 



$ 850,000 



$ 850,000 



Clearly, the taxpayer in District A bears a much greater burden than a 
taxpayer in District B with the same property value. The disparity in 
assessed valuation between districts may often be so great that it is 
virtually impossible for residents of low wealth districts to tax themselves 
at a rate which will produce per pupil revenues near those of high wealth 
districts . 

Since the Serrano decision, school finance litigation has continued to 
focus attention on state school systems heavily dependent on local property 
wealth. The outcome of such litigation has been mixed. In 1973 the U.S. 
Supreme Court, in Rodriguez vs. San Antonio , found that there was no basis for 
the claim that the wealth dependent school financing system in Texas was 
unconstitutional under the Fourteenth Amendment to the U.S. Constitution.^ 
However, in at least five states (California, Connecticut, New Jersey, 
Washington, and Wyoming) trial or state Supreme Courts have held that their 
school finance systems violated the equal protection or educational rights 
clauses of their state constitutions.^ 

The refoim of school finance systems which has come out of this 
litigation has sought to improve the equity of the systems by decreasing the 
dependence of expenditures per pupil on local district wealth and by 
decreasing the disparity in expenditures per pupil from district to district. 



Rodriguez vs. San Antonio . 411 U.S.I (1973). 

Brenda L. Riles and James G. Ward, Money and Education; A Guide to 
Missouri School Finance (National Institute of Education, July 1981), pp. 
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It is the purpose of this report to evaluate the extent to which Missouri's 
formula for distributing state aid succeeds in reducing wealth dependence and 
expenditure disparities. An earlier report by Kathleen Adams and Allen Odden 
of the Education Coiranission of the States (ECS) had the same purpose.^ 
Prepared for the School Finance Committee of the State Board of Education and 
covering the school years 1977, 1978, and 1979, the ECS report showed that 
although disparities among districts were not greatly reduced by the 1977 
reforms, dependence of expenditures on local district wealth was significantly 
reduced by those refonns. Initially it was one of the goals of our study to 
simply update the Adams and Odden analysis by continuing it for the two 
succeeding school years for which full data is available, 1980 and 1981* It 
was found, however, that certain results of their study could not be 
replicated. (See further discussion below). Thus, our study has undertaken a 
full original analysis of the equity of Missouri's school finance system and 
an examination of the school aid formula to discover what factors are working 
against equity in the system. This report also includes infonnation on the 
state's increasing role in financing elementary and secondary education, on 
the effects of general economic conditions in the last decade, and on other 
matters pertinent to a general discussion of school finance in this state. 



E. Kathleen Adams and Allen Odden. ''The Relationship Between Property 
Tax Assessments, Tax Burdens and Missouri School Finance and the Equity 
Impacts of the 1977 Refonn'^ The Missouri School Finance Study (Missouri 
Department of Elementary and Secondary Education, December, 1980), pp. 
60-78. 
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II SQIOOL FINANCE IN MISSOURI, 1977 - 1981 

The 1977 reform of Missouri's school aid formula was accompanied by a 
commitment by the legislature to increased funding for elementary and 
secondary education under tho revised "Foundation Program."^ This program 
consists of three parts: 1) the minimum guarantee, 2) pupil transportation, 
and 3) the exceptional pupil program. Funds for pupil transportation and the 
exceptional pupil program are, by law, dispersed first, or "off the top", with 
the remainder distributed through the state aid formula. As the figures in 
Table 1 indicate, appropriations for the foundation program have exceeded the 
1977 fiscal year appropriation by a total of over $500 million from 1978 to 
1981. Pupil transportation costs have increased from 6.6% of the total 
appropriation in 1977 to 9.5% of the total in 1981. 

TABLE 1 

STATE REVENUES DISTRIBUTED UNDER THE FOUNDATION PROGRAM 





BASIC 
GRANT 


PUPIL 
TRANSPORTATION 


EXCEPTIONAL 
PUPIL 


TOTAL 


1976-77 


364.6 M 


28.3 


36.1 M 


429.0 




(84.9%) 


(6.6%) 


(8.5%) 


(100.0%) 


1977-78 


398.8 M 


41.6 M 


42.1 M 


482.5 




(82.7%) 


(8.6%) 


(8.7%) 


(100.0%) 


1978-79 


430.4 M 


46.2 M 


50.2 M 


526.8 




(81.7%) 


(8.8%) , 


(9.5%) 


(100.0%) 


1979-80 


483.5 M 


53.2 M 


56.9 M 


593.6 




(81.4%) 


(9.0%) 


(9.6%) 


(100.0%) 


1980-81 


551.6 M 


65.2 M 


66.8 M 


683.6 




(80.7%) 


(9.5%) 


(9.8%) 


(100.0%) 



During the period from 1977 to 1981, state revenues have become an 
increasingly large part of total revenues available to school 



The School Foundation Program: A Second Look (Missouri Department of 
FJementary and Secondary Education, January, 1980), p. 14. 
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districts. As indicated in Table 2, state revenues accounted for 4i.8% of 
total receipts to public schools in 1977, while local revenues made up 51.8%, 
with the remainder from federal funds. By 1981, 45.91 of total revenues came 
from the state, versus 4<:.6% from local sources. It is worth noting that in 
many school districts, state revenues account for much more than 50% of their 
total revenue. In 1981, over 90 of Missouri's 548 school districts received 
60% or more of their current operating revenues from the state. 



TABLE 2 

RECEIPTS BY SOURCES AVAILABLE FOR CURRENT EXPENDITURES 
(Millions of Dollars) 







LOCAL 


STATE 


FEDERAL 


1976 


- 77 


569.1 


459.4 


70.1 






(51.8%) 


(41.8%) 


(6.4%) 


1977 


- 78 


583.3 


514.3 


98.7 






(48.8%) 


(43.0%) 


(8.2%) 


1978 


- 79 


631.6 


563.8 


106.1 






(^S.5%) 


(43.3%) 


(8.2%) 


1979 


- 80 


687.6 


634.1 


117.0 






(47.8%) 


(44.1%) 


(8.1%) 


1980 


- 81 


749.5 


738.2 


120.9 






(46.6%) 


(45.9%) 


(7.5%) 



TOTAL 

1,098.6 

(100%) 

1,196.2 
(100.0%) 

1,301.5 
(100.0%) 

1,438.7 
(100.0%) 

1,608.6 
(100.0%) 



The increase in state appropriations to Missouri's public schools has, 
however, been neutralized by inflation. Increased operating costs for 
salaries, supplies, and transportation have greatly lessened the positive 
impact that the increase in state aid might have had. Figure 1 illustrates 
actual total state, local and federal dollars available to Missouri school 
districts over the past ten years. Figure 2 illustrates the same revenue 
after adjustment for inflation by the consumer price index. In dollars 
adjusted for inflation, local revenues have actually declined over the past 
ten years. 
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FIGURE 1 

RECEIPTS AVAILABLE FOR CURRENT EXPENDITURES 
IN MISSOURI PUBLIC SCHOOLS 
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Fiscal Year 
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FIGURE 2 

RECEIPTS AVAILABLE FOR CURRENT EXPENDITURES 
IN MISSOURI PUBLIC SCHOOLS 
IN DOLLARS ADJUSTED FOR INaATION BY 
CONSUMER PRICE INDEX 
(BASE YEAR = 1967) 
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At the same time that inflation has driven up costs to school districts, 
it has also had a very negative impact on teachers' salaries. Although the 
average salary for a classroom teacher has increased in actual dollars from 
$8,291 in 1971 to $15,291 in 1981, the purchasing power of that salary, after 
adjustment for inflation, has declined by over 15%. 

Another factor which has had a negative impact on the condition of many 
of Missouri's public schools is declining enrollment. Over the past six 
years, statewide fall enrollment has declined from 1,C26,099 pupils for the 
1976-77 school year to 818,705 pupils for the 1981 82 school year, a decline 
of 20%. Many districts with declining enrollment must pay for fixed costs of 
maintaining buildings and transpox^tation systems, and growing salary costs for 
the more experienced teachers they retain. At the same time, they may be 
receiving approximately the same or less state aid, since that aid is 
dependent upon the number of eligible pupils in the district. 

Finally, state and federal aid for education has been constrained in the 
past two years by shrinking general revenues as a result of recession and 
unemployment. In the 1982-83 school year, for example, over $30 million of 
funds appropriated for education are being withheld by the governor because of 
the state's poor financial condition. 

Overall, the picture for Missouri school districts during the past few 
years has not been a bright one, as increased financial pressures due to 
increased costs and declining enrollments have forced staff lay-offs and 
curtailment of services in many districts. Two recently passed measures 
should ' elp ease the financial pressures felt in Missouri's public education 
system. The first measure (House Bill 1548) , enacted by the General Assembly 
and effective August 1982, is an increase in the state cigarette tax, with 
revenues earmarked for education. This increase is expected to generate an 
additional $26 million per year and will be distributed on the basis of 
average daily attendance, outside the school aid formula. The second measure 
(Proposition C), initiated by a citizen's petition sponsored by state 
educational groups, will become effective January 1, 1983. It provides for a 
one cent increase in the state sales tax, with 1/2 cent earmarked for 
education and the other 1/2 cent to be used for a property tax roll-back. It 
is expected to generate approximately $136 million annually for elementary 
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and secondary public schools • Hie sales tax measure also contains a provision 
Tor sortoninj; the effect of declining enrollment in calculating a district's 
state aid from the school aid formula. Under this provision, a district may 
use the eligible pupil count from the previous year or an average of the 
eligible pupil counts from the three previous years, whichever is greater. 
Under the sales tax measure, there will also be a cost of education index in 
the formula, which will increase aid to schools in urban areas* Revenues 
generated by the sales tax will be distributed outside the formula, on a per 
eligible pupil basis. 
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III THE MISSOURI SCHOOL AID FOIM)L A 



The distribution of state aid under Missouri's school finance system has 
been used to equalize educational opportunity among school districts for many 
years. Because districts vary their ability to raise local revenues, more 
state aid has gone to less wealthy districts since the establishment of the 
first foundation program in 1955. The core of the foundation program has 
consisted of a basic grant per eli.gible pupil or per Average Daily Attendance 
(ADA), less an amount which reflects a district's ability to raise local 
property tax revenue. 

The 1955 foundation program provided a basic flat grant amount for a 
district based on ADA, less the tax revenues a district would generate with a 
$1.00 tax levy. There was also an allowance for non-resident pupils, one for 
isolated districts and a "teacher preparation" allowance. 

g 

In 1969 , a new foundation program was enactec It provided a flat grant 
o£ $400 per ADA, $125 per AFDC recipient or orphan, $35 per summer school 
student, plus an additional amount per ADA for districts achieving a certain 
levy. From this was deducted the yield on a $1.25 tax rate and receipts from 
the railroad and utilities tax and the intangible tax. 

The revision of the foundation formula in 1977 included the addition of a 

provision \Aiizh would guarantee "equal yield for equal effort", called the 

guaranteed tax base add-on, and an income factor which is used as an estimate 

q 

o£ local district wealth in addition to the local assessed v, luation. 



The present formula consists of four main provisions: 



1) the minimum guarantee 

2) deductions 

3) guaranteed tax base add-on 

4) limited apportionment. 



7 

Chapter 161, Missouri Revised Statutes , 1949- 

o 

Chapter 163, Missouri Revised Statutes , 1969, 

Q 

Chapter 163, Missouri Revised Statutes , 1978- 
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The minimum guarantee is the amount per eligible pupil that the statutes set 
as a necessary "foundation" for a basic level of education in the state. The 
minimum guarantee for a district is 751 of the statewide average expenditure 
per olifiiblc pupil, multiplied by the number of eligible pupils in the 
district. From this minimum guarantee, estimated local revenues are deducted. 
Where a district's estimated local revenues would not produce enough money to 
match the minimum guarantee, the formula is desit,ned to make up the difference 
with state aid. 

The guaranteed tax base add-on provides additional state aid for any 
district with a low property tax base and a tax levy at a certain level. If a 
district has an equalized assessed valuation pjr pupil that is lower than a 
specified amount, and also has an equalized operating levy greater than 571 of 
the statewide average tax levy, adjusted for that district's household income, 
it qualifies for additional state aid under the guaranteed tax base add-on. 

The limited apportionment provision of the formula sets a limit on the 
amount of increase in state aid that may occur in any district from one year 
to the next. It also provides a method for prorating formula aid to each 
district. 

The formula also includes a "hold-harmless" provision which guarantees 
that every district will receive at least $283 per eligible pupil through the 
school year 1983-1984, regardless of the amount it would otherwise be entitled 
to under the first four provisions of the formula. 

A new factor vJiich will be included in the formula and used for the first 
time in calculating state aid for the 1983-84 school year will be a 
cost-of -education index. It will be a ratio of a statistically predicted 
teacher salary for that district to the average predicted teacher salary for 
al] school districts. The index is expected to benefit urban school 
districts, where teacher costs have been higher. 

The Appendix provides an example of state aid calculations for a district 
for the 1983-82 school year, and a detailed description of each element of the 
formula. 
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IV nil; l:(jHriY OP MTSSOURT'S SCHOOL ATI) FOIWIA 

One of the major goals of the 1977 reform of Missouri's school aid 
formula was to increase the fairness, or equity, of the statewide school 
finance S; ;em. IVhile there may be disagreement over what constitutes a fair 
or equitable s>^tem, there are three interrelated issues which have often been 
raised in court tests of school finance systems.''"^ The first issue focuses on 
the educational opportunity provided to children under the statewide system, 
as measured by expenditures per pupil. While it may be argued that 
expenditures do not always measure educational quality or opportunity, it is 
assumed that districts which spend more per pupil may hire niore and better 
qualified teachers, offer a fuller curriculum, and build and maintain better 
physical Tacilities. The first equity issue is sometimes referred to as 
educational opportunity ecjuity. The test for this concept of equity may be 
stated as, "Are expenditures per pupil relatively equal from one district to 
the ncxt^" 

The second equity issue involves the relationship between district wealth 
and revenues per pupil. In educational circles, this is known as fiscal 
neutrality. Under a fiscally neutral system, expenditures per pupil may vary 
across districts in the state as long as the variations are not dependent upon 
local district wealth. A state system may allow fcr local choices in the 
amount of money residents of various districts decide to spend for education, 
but the level of expenditures per pupil should not depend on local district 
wealth. In other words, residents of a low wealth district who value 
education highly should be able to offer their children the same educational 
opportunities as residents of high wealth districts. The 1977 school aid 
formula reform sought to decrease the relationship between expenditures per 
pupil and local wealth by including in the formula an estimate of local 
district wealth based on equalized assessed valuation, modified by an average 
household income factor. The test for this concept of equity may be stated 
as, "Are state and local per pupil revenues available for education 
independent of local district wealth?" 

'''^Allan Oddcn and John Augenblick, School Finance Reform in the States: 
1981 (Denver, Colorado: Education Commission of the States, January 
1981), pp. 1-17. 
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The third equity issue, which was also addressed by the 1977 reform, was 
that o£ taxpayer equity. Under a system which is fair to all taxpayers, local . 
property wealth should not determine the level of revenue a district is able 
to raise for education. The guaranteed tax base add-on provision of the 
revised formula was an attempt to address this issue by substituting state aid 
to make up the difference between what a district could raise from its local 
levy applied to its tax base and what it could raise fran the same levy 
applied to a statewide figure, or guaranteed tax base. Thus, this provision 
v/as intended to guarantee "equal yield- for equal effort". A test for this 
notion of equity may be stated as , "Are revenues per pupil available for 
education a function of local tax effort, regardless of property wealth or 
income?" 

Tables 3-7 present several variables pertinent to the discussion of the 
issues of equity arid Missouri's school finance system. For these tables, 
school districts were arranged from low to high according to total 
expenditures per pupil, and then divided into ten groups. The first group 
includes those districts that ranked in the lowest 10 per cent of all 
districts on expenditures per pupil, the second group ranked in the next 
lowest 10 per cent on expenditures per pupil, and so on. For each ten percent 
of the districts, or deciles, information is presented on the average 
expenditure per pupil, equalized assessed valuation per pupil, adjusted gross 
income, unadjusted operating levy, and state aid per pupil. Each decile 
includes approximately 50 districts. A cursory review of Table 3, the 1977 
data, indicates that districts with the lowest expenditures per pupil also 
tended to be the districts witii low assessed valuation, low income and low 
operating levies. As expenditures per pupil increase, so do the average 
values for property wealth, income, and operating levies. The average figures 
for state aid, on the other hand, are highest for those districts with low 
assessed valuation and income. The same overall patterns also appear for the 
years following 1977. The analysis that follows will focus on a closer 
examination of these variables and the effects of the 1977 reform of the 
school aid formula on the relationship of the variables to one another. 
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TABLE 3 



MISSOURI SCHOOL FINANCE VARIABLES BY DECILES 
OF EXPENDITURES PER PUPIL, 1977 



Mean Operating 
Expenditures per 
Decile Eli)>ible Pupil 



3 
4 
5 
6 
7 
S 
9 
10 

Average 



S 



8S7 
967 
1,013 
1,052 
1,090 
1,133 
1,168 
1,220 
1,301 
1,598 

1,243 



>Jean Equalized 
Assessed Valuation 
Per Eligible Pupil 

$ 10,362 
9,108 
11,995 
13,126 
13,814 
i4,060 
14,504 
17,161 
20,650 
26,891 

16,194 



Mean Adjusted 
Gross Income 
Per Return 


Mean 
Operating 
Levy 


Mean State 
Apportionment 
Per Eligible Puoil 


$ 7,749 


$ 2.99 


$ 482 


8,657 


3.32 


493 


8,794 


3.30 


437 


8,415 


3.36 


439 


8,644 


3.48 


411 


8,496 


3.47 


416 


8,388 


3.62 


413 


9,600 


3.65 


356 


9484 


3.68 


324 


9,586 


3.92 


346 


8,801 


3.48 


414 



TABLE 4 

MISSOURI SCHOOL FINANCE VARIABLES BY DECILES 
OF EXPENDITURES PER PUPIL, 1978 



Mean Operating 
Expenditures per 
Decile Eligible Pupil 



1 
2 

3 
4 
5 
6 
7 
8 
9 
10 

Average 



996 
1,085 
1,129 
1,175 
1,220 
1,265 
1,316 
1,386 
1,481 
1,827 

1,340 



Mean Equalized 
Assessed Valuation 
Per Eligible Pupil 

$ 12,603 
14,313 
13,633 
16,259 
17,647 
17,145 
19,314 
21,079 
24,025 
29,187 

18,917 



Mean Adjusted 
Gross Income 
Per Return 

S 8,913 
9,216 
9,545 
8,829 
8,785 
9,252 
9,868 
9,831 
9,362 
10,401 

9,401 



Mean 
Operating 
Levy 



S 3 



O.09 
3.37 
3.47 
3.49 
3.55 
3.55 
3.69 
3.73 
3.90 
4.00 

3.59 



Mean State 
Apportionment 
Per Eligible Pupil 

$ 538 
505 
521 
492 
455 
462 
427 
406 
377 
354 

449 
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TABLE 5 

MISSOURI SCHOOL Fm^NCE VARIABLES BY DECILES 
OF EXPENDraJRES PER PUPIL, 1979 



Mean Operating 
Expenditures per 
Decile Eligible Pupil 



1 
2 
3 
4 
S 
6 
7 
S 
9 
10 

Average 



1,115 
1,215 
1,276 
1,326 
1,369 
1,416 
1,470 
1,553 
1,689 
2,033 

1,486 



Mean Equalized 
Assessed Valuation 
Per Eligible Pupil 

$ 15,548 
16,140 
16,140 
18,782 
18,890 
17,998 ^ 
23,065 
24,977 
27,017 
34,528 

22,178 



Mean Adjusted 
Gross Income 
Per Return 

$ 9,685 
10,033 
10,171 

9,928 

9,902 

9,731 
10,018 
10,654 

9,609 
10,780 

10,052 



Mean 
Operating 
Levy 

$ 3.25 
3.38 
3.48 
3.49 
3.65 
3.62 
3.57 
3.90 
3.98 
3.97 

3.63 



Mean State 
Apportionment 
Per Eligible Pupil 

$ 566 
561 
568 
529 
532 
5S4 
475 
459 
437 
392 

498 



TABLE 6 

MISSOURI SCHOOL FINANCE VARIABLES BY DECILES 
OF EXPENDnURES PER PUPIL, 1980 



^fean Operating 
Expenditures per 
Decile Eligible Pupil 



1 
2 
3 
4 
5 
6 
7 
8 
9 
10 



$ 1,281 
1,388 
1,455 
1,509 
1,562 
1,624 
1,684 
1,786 
1,938 
2,162 



Mean Equalized. 
Assessed Valuation 
Per Eligible Pupil 

$ 17,228 
17,413 
18,777 
21,780 
21,251 
24,405 
25,121 
28,956 
33,942 
39,183 



Mean Adjusted 
Gross Income 
Per Return 

$ 10,810 
10,374 
11,157 
10,732 
10,786 
11,117 
10,774 
11,569 
10,760 
11,521 



Mean 
Operating 
Levy 

$ 3.37 
3.38 
3.58 
3.55 
3.69 
3.76 
3.73 
3.85 
3.93 
4.30 



Mean State 
Apportionment 
Per Eligible Pupil 

$ 669 
687 
668 
620 
638 
582 
581 
539 
498 
464 



Average 



1,692 



26,386 



10,976 



3.72 



576 
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TABLE 7 

MISSOURI SCHOOL FINANCE VARIABLES BY DECILES 
OF EXPENDITURES PER PUPIL, 1981 



Mean Operating 
Expenditures per 

Decile Eligible Pupil 

1 $ 1,449 

2 1,568 

3 1,625 

4 1,683 

5 1,741 

6 1,810 

7 1,899 

8 1,988 

9 2,149 
10 2,577 

Average 1,916 



^fean Equalized 
Assessed Valuation 
Per Eligible Pupil 

$ 18,783 
18,538 
20,322 
22,416 
23,479 
26,102 
28,700 
30,718 
37,608 
45,026 

29,841 



Mean Adjusted 
Gross Income 
Per Return 

$ 11,762 
12,039 
12,20] 
12,522 
12,100 
12,923 
12,519 
12,484 
13,478 
13,594 

12,557 



Mean 
Operating 
Levy 

$ 3.27 
-^.57 
. 51 
3.60 
3.66 
3.85 
3.85 
3.81 
4.06 
4.36 

3.76 



Mean State 
Apportionment 
Per Eligible Pupil 

$ 788 
819 
789 
753 
747 
725 
694 
665 
586 
531 

678 
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A. Educational Opportunity Equity - "Are expenditures per pupil 
relatively equal from one district to the next?" 

One way of evaluating the effect of the revised formula on per pupil 
expenditure differences among districts is to compare the highest spending, 
district to the lowest spending district before and after the revision of the 
formula. Figure 3 illustrates the range in expenditures per pupil since 1977. 
Fjq^enditures include revenue from local, state, and federal sources. In 1977, 
the Clayton school district of St. Louis County spent 4.41 times as much per 
pupil as the lowest si)ending district, Swedeborg of Pulaski County. In 1981, 
Clayton was still spending 3.49 times more per pupil than the lowest spending 
district, Laclede County C-5 School District. Figure 3 illustrates the most 
extreme examples ^of expenditure disparity. To neutralize the effect of such 
extreme values, it may be more reasonable to compare districts which rank at 
the fifth and ninety- fifth percentiles on expenditures per pupil. As 
indicated in Table 8, the district ranking at the ninety- fifth percentile in 
1977 spent 1.68 times more for education than the district ranking at the 
fifth percentile. In 1981, that ratio remained almost the same as in 1977. 
The district ranking at the ninety-fifth percentile spent 1.65 times the 
amount of money for education as the district ranking at the fifth percentile 
in 1981. 

TABLE 8 

RANGE OF EXPENDITURES FOR DISTRICTS RANKING 
AT THE 5TH AND 95TH PERCENTILE ON 
EXPENDITURES PER PUPIL 







95th Percentile 


5th Percentile 


Ratio 


1976 


- 77 


$1,508.37 
(N. Harrison R-III) 


$ 899.30 
(Blackwater R-II) 


1.68:1 


1977 


- 78 


$1,727.83 
(Ridgeway R-V) 


$1,022.13 
(Fox C-6) 


1.69:1 


1978 


- 79 


$1,949.01 
(Fillmore C-1) 


$1,141.86 
(Green Forest R-II) 


1.71 to 1 


1979 


- 80 


$:,232.54 
(Affton) 


$1,304.89 
(Humansville R-IV) 


1.71 to 1 


1980 


- 81 


$2,420.44 
(Ridgeway R-V) 


$1,465.40 
(Competition C-2) 


1.65 to 1 
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FIGURE 3 

EXPENDITURE PER PUPIL DIFFERENCES BETriEEN 
HIGHEST SPENDING AND LOWEST SPENDING SCHOOL DISTRICTS 
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If the changes in the school aid formula had made expenditures per pupil 
mo^Q equal across districts, we would expect the distribution o£ expenditures 
per pupil to vary less in 1981 than in 1977. A statistic which permits the 
comparison of the variability within two distributions is the coefficient of 
variation. It is the mean divided by the standard deviation; the higher the 
coefficient of variation, the greater the variability within a distribution. 
For 1977 the coefficient of variation is .187. For 1981 it is .184, 
indicating that the amount of variability in expenditures per pupil has 
changed very little since 1977, 

B. Fiscal Neutrality - "Are revenues per pupil independent of 
local district walth?" 

Under the 1977 revised school aid foimila, state aid is distributed to 
districts in inverse proportion to their local wealth. Tables 3-7 indicate 
that those districts with the lowest assessed valuation and lowest average 
income received the greatest amount of state aid. The school aid formula does 
work to distribute more st^te aid per pupil to less wealthy districts. 
However, there is still a rather strong relationsnip between state and local 
revenues per pupil and local district property wealth. Those districts with 
the highest local property wealth also tend to havt the greatest state and 
local revenue per pupil. 

Table 9 presents statistics which indicate the strength of the 
relationslup between local property wealth per pupil (as measured by equalized 
assessed valuation) and state and local revenues per pupil. The two 
statistics used are the simple correlation coefficient and the elasticity. 
Two variables are said to be correlated if an increacj in one variable is 
accompanied by an increase in the other variable. The valufc of the 
correlation coefficient ranges from -1 to +1. A value of zero indicates no 
relationship, a value of +1 indicates a strong positive linear relationship. 
The e?asticity measure indicates the percentage change in one variable in 
response to a one percent change in another variable. In Table 9, the 
corrolation coefficients and elasticities indicate a relatively strong 
relationship between local property wealth per pupil and state and local 
revenues per pupil. The strength of the relationship has not diminished in 
^ the years since 1977. 

ERIC ?.5 
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TABLE 9 

STATISTICS INDICATING THE RELATiaNSHIP 
BERVEEN STATE AND LOCAL REVENUES PER PUPIL 
AND PROPERTY \VEALTO PER PUPIL 



Correlation Property Wealth 

Coeffecient Elasticxty 

1976 - 77 .77 .27 

1977 - 78 .75 .26 

1978 - 79 .74 .27 

1979 - 80 .73 .26 

1980 - 81 .74 .26 



The inclusion of the district income factor in the 1977 revised school 
aid formula was an effort to decrease the relationship between local wealth, 
as measured by income, and revenues available for educational expenditures. 
The measure of -^ncome used in the school aid formula, and this analysis is the 
average adjusted gross income per return computed for all individuals in the 
local school district. As the statistics in Table 10 indicate the 
relationship between income and state and local revenues per pupil was rather 
weak in 1977, and has changed little in the years since then. 

TABLE 10 

STATISTICS INDICATING THE RELATIONSHIP 
BETWEEN STATE ^ LOCAL REVENUES PER PUPIL 



AND INCOME 

Correlation Income 

Coefficient Elasticity 

1976 - 77 .32 .24 

1977 - 78 .27 .18 

1978 - ;9 .26 .18 

1979 - 80 .26 .19 

1980 - 81 j4 .28 
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The analysis above has focused on the relationship between state and 
local revenues and local wealth. The rationale for using state and local 
revenues is that the state does not control the distribution of federal funds. 
However, it may be argued that examining the relationship between total 
expenditures, which includes federal funds, and local wealth would give a more 
accurate picture of the acu^'al operation cf the school finance system. Table 
11 presents statistics indicating the relationship between total expenditures 
per pupil and local property wealth. As might be expected, when total 
expenditures are considered, the relationship between expenditures per pupil 
and local property wealth is less strong. However, the relationship, as 
measured by the correlation coefficient, has not diminished significantly 
since 1977. 



TABLE 11 

STATISTICS INDICATING THE RELATIONSHIP 

BETWEEN TOTAL CURRENT EXPENDITURES 
PER PUPIL AND PROPERTY WEALTH PER PUPIL 



Correlation Property Wealth 

Coefficient Elasticity 

1976 - 77 .62 ,22 

1977 - 78 .53 .22 

1978 - 79 .57 .23 

1979 - 80 .59 .23 

1980 - 81 .60 .22 



The relationship between total expenditures and income also appears to be 
less strong than the relationship between state and local revenues per pupil 
and income. Although there is some variation in the correlation coefficient 
since 1977, the statistics presented in Table 12 indicate that the weak 
relationship between total expenditures per pupil and income is approximately 
the same in 1981 as it was in 1977. 
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TABLE 12 

STATISTICS INDICATING ■fflE REUTIONSHIP 
BIVrWERN TOTAI. CURRENT OPERATING EXPENDITURES 
PER PUPIL AND INCOME 

Correlation Property Wealth 

Coefficient Elasticity 



1976 - 


77 


.28 


.21 


1977 - 


78 


.24 


.18 


1978 - 


79 


.17 


.13 


1979 - 


80 


.15 


.12 


1980 - 


81 


.25 


.21 



■ Taxpayer Equity - ''Are state and local revenues per pupil a 
function of local effort, regardless of local property wealth 
and income?" 

The addition of the guaranteed tax base add-on in the 1977 revision of 
the state aid fonnula was intended to peimit districts to receive state aid as 
a substitute for local revenue they were unable to generate because of low tax 
bases. In the fomula, the district's local adjusted tax levy is compared to 
a statewide average le\'y modified by the district income factor and then 
applied to a guaranteed tax base figure. If the levy is high enough, the 
district receives state aid as a substitute for the local revenue it would be 
able to generate against this relatively high tax base figure. Thus, the 
fompla was intended to increase the taxpayer equity of the education 
financing system by helping districts to generate equal yield for equal 
effort, regardless of local property wealth or household income. 

TTie statistics in Table 13 help to assess whether state and local 
revenues per pupil are a function of local effort, not local wealth. The 
statistic used for this analysis is the partial correlation coefficient. It 
is similar to the simple correlation coefficient in that a zero value 
indicates no relationship and a value of one indicates a strong relationship. 
However, with the partial correlation technique, it is possible to estimate 
ErJc*^ ^®l^^io"shiP between two variables while controlling for the effects of 
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other variables. In this case, the partial correlation coefficient measures 
the relationship between state and local revf^nues per pupil and local 
operating levies , over and above the effects of local property wealth and 
income. As the statistics in Table 13 indicate, there is a moderately strong 
relationship between state and local revenues and local effort, or tax levies, 
over and above the effects of property wealth and household income- The 
relationship has been relatively constant over the years • It appears that the 
education finance system in Missouri is working to provide a moderate degree 
of taxpayer equty. However, there has been little change in this factor 
since 1977 • 



TABLE 13 

STATISTICS INDICATING THE RELATIQNSHIP BETIVEEN 
STATE 5 LOCAL REVENUES AND OPERATING LEVIES 



Partial 
Correlation 
Year Coefficient 

1977 .57 

1978 .59 

1979 .58 

1980 .48 

1981 .55 



In suiiBTiary, it appears that in the four years following the 1977 formula 
revisions there has been little reduction in the disparity in expenditures per 
pupil across districts, no decrease in the dependence of total state and local 
revenues per pupil on local wealth, and no increase in the degree to which 
state and local revenues are a function of local tax effort rather than local 
wealth. 



*fhese findings are at odds with some of the findings of the Education 
Commission of the State's study, as was noted above. Our findings are in 
agreement with the ECS study on expenditure per pupil disparities across 
districts - there has been no appreciable reduction of these disparities. The 
O ECS report concluded, however, that the formula was working to reduce the 
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relationship between state and local revenues and local wealth. Our figures 
clearly do not show that. We canrot explain the differences in results 
between the present study and the earlier one.-""^ We are, nonetheless, 
comfortable with the correctness of our methods and the results we present. 



Adams and Odden, Missouri School Finance Study . In their study the 
correlation coefficient between state and local revenues per pupil and 
property wealth per pupil (Table 23, page 73) decreased from .70 in 1977 to 
.54 in 1978 and .52 in 1979. The correlation coefficient between state and 
local revenues per pupil and income per return (Table 27, page 77) decreased 
from .66 in 1977 to .61 in 1978 and .54 in 1979. 

12 

Because of the difference in results between our study and the ECS study, we 
inquired of the authors as to their definition of certain variables and the 
number of observations used for their analysis. No specific documentation 
was available. One hypothesis tested was that their analysis excluded 
districts which have elementary schools only. Our analysis includes all 
districts except the two special school districts. It was found, however, 
that e3?<;lusion of the elementary districts from consideration does not change 
^ the results appreciably. 
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V FACTORS CONTRIBUTING TO A LACK OF EQUITY 

Missouri's school aid fonnula is designed to equalize educational 
opportunity for all students in Missouri, regardless of local wealth, and to 
provide a system which is fair to taxpayers. The preceding analysis has shorn 
that the school finance system does provide a certain level of taxpayer 
equity, but has not been effective in reducing expenditure per pupil 
disparities or in breaking the link be'tween state and local revenues per pupil 
and local wealth. It was hypothesized that there are two factors in the 
school aid fonraila that have worked to blunt the impact of the otherwise 
equalizing effects of the formula; the hold-harmless and limited apportionment 
provisions. The hold-haimless provision insures that every district receives 
at lease $283 per eligible pupil, regardless of what it would be entitled to 
under the other provisions of the formula. The limited apportionment 
provision limits the amount of increase that any district may recei\^e from one 
year to the next, and provides a way of prorating available fimds to all 
districts. 

To test the hypothesis that the hold-harmless and limited apportionment 
factors were diluting the potential equalizing effects of the other formula 
factors, a simulation of the distribution of state aid for the years 1978 to 
1981 was done. For each year, the district's apportionment calculated at line 
10 of the formula was substituted for line 11 (See Appendix A) . This 
simulates the elimination of the hold-haimless and limited apportionment 
adjustments that are made for each district. 

The simulation showed that expenditure per pupil differences across 
districts would have been reduced by the elimination of the hold-harmless and 
limited apportionment provisions of the foimila. By 1981, the ratio of the 
highest spending district to the lowest spending district would have been 2.88 
to 1, versus the actual ratio of 3.49 to 1. The ratio of expenditures per 
pupil of the districts, ranking at the ninety- fifth and fifth percentile on 
expenditures per pupil would have been 1.52 to 1 in 1981, versus the actual 
ratio of 1.65 to 1. 

«« 

Iftider a formula without the hold-harmless and limited apportionment 
^ provisions, the relationship between state and local revenues per pupil and 
ERJC local property wealth would have been considerably reduced. As illustrated in 
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Table 14, the correlation coefficient for state and local revenues and 
equalized assessed valuation per pupil in 1981 would have been .42, versus the 
actual coefficient of .74. As illustrated in Table 15, the correlation 
between state and local revenues and inccane would have been .23 by 1981, 
versus the actual correlation coefficient of .34. 



TABLE 14 
SIMULATED 

STATISTICS INDICATING THE RELATIONSHIP 
BETIVEEN STATE § LOCAL REVENUE PER PUPIL 
AND PROPERTY WEALTH PER PUPIL WITHOUT THE LIMITED 
APPORTIONMENT AND HOLD HARMLESS PROVISIONS 



Correlation Property Wealth 

Coefficient Elasticity 

1978 .42 .10 

1979 .40 .10 

1980 .41 .11 

1981 .45 .11 



TABLE 15 

SIMULATED STATISTICS INDICATING 
THE RELATIONSHIP BETWEEN STATE § LOCAL REVENUES 
PER PUPIL AND INCCM PER PUPIL WITHOUT THE 
LIMITED APPORTIONMENT AND HOLD HARMLESS PROVISIONS 



Correlation Income 

Coefficient Elasticity 

1978 .10 .05 

1979 .13 .06 

1980 .15 .08 

1981 .23 .14 



Taxpayer equity of the school finance system would also have been 
enhanced without the hold-harmless and limited apportionment provisions. The 
partial correlation coefficient for state and local revenues per eligible 
FRVr^"^^"^ district operating levies, controlling for the effects of property 
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wealth and income, would have been .61 by 1982, versus the actual coefficient 
of .SS. 

Thus the school aid formula would have resulted in a greater degree of 
equity on all three measures without the hold-harmless and limited 
apportionment provisions. However, without the limited apportionment 
provision, considerably more funds would have been required. For the years 
1978 to 1981, the appropriations needed to match the district entitlement 
calculated at line 10 of the foimula for all districts would have been 25 to 
30 percent greater than the actual appropriations. This would have required 
over $100 million additional state revenue annually. Most of the additional 
money would have been needed to negate the effect of the limited apportionment 
provision, since the hold-harmless provision only affects approximately $8 
million dollars per year. 

In summary, it appears that the major provisions of the fomiL^Ia are 
properly designed to equalize educational opportunity across the state and to 
enhance taxpayer equity. However, the limited apportionment and hold-harmless 
provisions have interfered with the equalizing functions of the fomula. 
Eliminating the limited apportionment provision, which is most responsible for 
the interference, would have required significantly greater funding for 
education over the period 1977 to 1981. 
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VI SUNMVRY 

This report has focused on the equity o£ Missouri's school finance system 
since the 1977 reform of the school aid formula. Three criteria were used to 
judge the fairness of the system and the effectiveness of the reforms. 

The first criterion was educational opportunity equity, as measured by 
per pupil expenditures. The revised formula has made little improvement in 
reducing the disparity in expenditures per pupil across districts in the years 
since 1977. 

The second criterion of equity was fiscal neutrality, or whether or not 
the amount of revenue per pupil available for education in most districts is 
dependent on local district wealth. Although the formula has distributed more 
state aid to less wealthy districts, it has not been enough to break the link 
between local property wealth and revenues available for education. There has 
been little change in the rather strong relationship between state and local 
revenues per pupil and local property wealth. The relationship between state 
and local revenues per pupil and household income was in 1977, and has 
remained weak in the years since then. 

The third criterion was taxpayer equity, or whether the amount of revenue 
available for education is a function of local effort, not local wealth. On 
this score, the finance system appears more equitable. State and local 
revenues per pupil do appear to depend on local effort, regardless of local 
property wealth or level of income. But this has not been affected by the 
1977 revisions. 

The final part of our analysis involved hypothesizing that certain 
formula factors and the amount of funds distributed through the formula had 
affected the degree of equalization that the revised system was able to 
attain. A test of this hypothesis revealed that if the hold-hannless and 
limited apportionment provisions of the formula had not been in place during 
the years from 1978 to 1981, the three measures of equity would. have been 
improved. Hov/ever, significant increases in funding would have been necessary 
to avoid use of the limited apportionment provision. 
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The concliision of this report is that the major provisions o£ the school 
aid formula are properly designed to achieve equity in the school finance 
system, but the lack of adequate funding- -the limited apportionment 
provisipn^-and the hold-harmless provision of the formula have interfered with 
the achievement of equity. 

The hold-harmless provision of the foimula will, by statute, be phased 
out at the end of the 1983-84 school year. However, the two recently passed 
measi^re? which generate new revenue for education will have an effect similar 
to the hold-harmless provision, but on a much larger scale. Under HB 1548, 
the cigarette tax measure, revenues generated by the tax are to be distributed 
on a per Average Daily Attendance basis. Revenues from the sales tax increase 
mandated by Proposition C will be distributed on a per eligible pupil basis. 
Since these revenues are distributed outside the formula, this amounts to a 
return to a partial flat-grant system, in which wealthy districts receive the 
same amount per pupil as do poor districts. Existing disparities in 
educational oppor+'jnity will be maintained, since there will be no equalizing 
mechanism for the distribution of these funds. 
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NOTES ON THE DATA 

All Missouri educational data used for this re^ ^'t came either from the 
Missouri Department of Elementary and Secondary Educ^ ,.on's annual Report of 
the Public Schools or from its computer file tapes. Expenditure and revenue 
information came from the annual FD-5 computer file tape. Information on 
assessed valuation and income, etc. came from the formula payment computer 
file tape. 

The statistics for the equity analysis were calculated using all 
districts except the special school districts of Pemiscot County and St. Louis 
County. 

The definition of current operating expenditures is consistent with that 
used by the Department of i:lementary and Secondary Education in its annual 
reports. It does not include expenditures for school food service or payments 
between schools. Adji:stment was made for tuition receipts/payments between 
districts. Current operating expenditures per pupil were computed by dividing 
each district's total current operating expenditures by the i^umber of eligible 
pupils for that school year. 

The definition of state and local revenues includes all revenues received 
for the teacher, incidental and textbook fund, except for the line items for 
food service, student body activities, and community services. State and 
local revenues per eligible pupil were computed by dividing the sum of each 
district's state and local revenues by the eligible pupil count used for the 
state school aid payment for that year, which is the number of eligible pupils 
frcHii the previous year. 
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APPENDIX A 

DETAILS OF MISSOURrS SCHOOL AID FOIMJU 

Figure 4 illustrates all the steps necessary to compute a sample 
district's apportionment for the 1981-1982 school year. The follovdng 
discussion explains each step more fully. 

******** 

* MINIMUM GUARAIOTE * 
********************** 

Line 1 Eligible Pupils x .75 State Expenditure Factor 

The number of eligible pupils from the previous school year is multiplied 
by 75% of the state expenditure factor. 

State Expenditure Factor 

The state expenditure factor represents a statewide average of 
expenditures per pupil for education. It is computed by dividing the state 
total of current operating expenditures for the second preceding year by the 
total number of eligible pupils from the second preceding year. 

State Expenditure Factor = Total statewide current operating expenditure 

Total eligible pupils 

Eligible Pupil s (E.P.) 

Before the revision of the formula in 1977, the basis for distribution of 
state aid money was average daily attendance. Some districts, particularly 
those i.n urban areas, were at a disadvantage under this system, since their 
average daily attendance was often lower than their fall enrollment, or 
membership count. The new formula uses a combination of membership counts and 
average daily attendance to derive "eligible pupils". The number of eligible 
pupils is computed as follows, with data from the previous year: 
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Figure 4 

EXAMPLE OF STATE AID FORMULA CALCULATIONS FOR 
A MISSOURI SCHOOL DISTRICT, 1982 



MINIMUM GUARANTEE 



1. State Expenditure Factor (.75) x Eligible Pupils 

Cl,777) X (.75) X (415.59) = 553,981 

2. State Expenditure Factor (.75) x (AFDC + arphans) x (.25) 

(1,777) X (.75) X (26 +0) x (.25) = 8,665 

3. Minimum Guarantee (Line 1 + Line 2) 

(553981 + 8665) = 562,646 

DEDUCTIONS 

4. Pupil WGT. Levy x (.57) x Dist. Income Factor x (Eq. Ass . Val . /lOO) 

(2.61) X (.57) X (.9234) x (7,652,291/100) = 105,285 

5. Fines, Forfeits, Escheats, ETC. (.57) 

(3,877.70) X (.57) = 2,210 

6. Financial Institutions Taxes for School Purposes (.57) 

(-0-) x (.57) = 0 

7. Total Deductions (Line 4 + Line 5 + Line 6) 

(105285 + 2210 + 0 ) = 107,495 

8. Basic Apportionment (Line 3 - Line 7) 

(562,646 - 107,495) = 455,151 

GUARANTEED TAX BASE ADD-ON 

GTB SIDE 1 = (GTB - (Eq. Assessed Val/Eligible Pupils)) /lOO 

(54141 - (7, 652, 291/415. 59) )/100 = 357.38 

GTB SIDE 2 = (Adj Operating Levy) - (Pup. Wgt. Levy (.57) x Income Factor) 

(2.03) - (2.61 X .57 x .9234) = .6541 

9. GTB SIDE 1 X GTB SIDE 2 x Eligible Pi«pils 

(357.38) X (.6541) x (415.59) = 97,149 

10. District Apportionment (Line 8 + Line 9) 

(4'?5,151 + 97,149) = 552,300 

LIMITCD APPORTIONMENT 

11. (Prev.Amt/E.P. + ((Line 10/E.P. - Prev.Amt/E.P.) x Adj. Factor) x EP 
((387903/415.59 + ((552.300/415.59 - 387903/414.59) x .04169822)) x (415.59) 

= 394,758 
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E.P = 



September membership + January membership 

2 

' 2 



+ Average Daily Attendance 



Under a change in the formula effective January 1, 1983, a district may 
use either the previous year's eligible pupil count or an average of the three 
previous year's counts. The change will help soften the impact of declining 
enrollment. 

urn 2 (ADC + Orphans) X .25 X .75 SEF 

The formula recognizes special needs of disadvantaged children by 
allowing for additional aid for orphans and children receiving Aid to Families 
with Dependent Children. They are counted a second time on this line, 
effectively allowing 1251 of the amount allowed for other pupils for AFDC and 
orphan children. This provision is especially helpful to urban districts with 
large numbers of disadvantaged children. 

LINE 5 MINIMUM GUARANTCE = Line 1 + Line 2 
* DEDUCTIONS * 

LINE 4 Equalized Assessed Valuation 

+ RR S Utilities Assessed Valuation x . 57 Pupil Weighted Levy 
100 

X District income factor 

In this portion o£ the formula local wealth is estimated by the assessed 
valuation and average adjusted household Income for each district. These 
factors are applied against a statewide average operating levy. 

Equalized Assessed Valuation 

Because the rate of assessment of property varies from one county to the 
next, the assessed valuation lor each district must be equalized in order to 
^estimate wliat each district's wealth is, relative to the next. State law 
ERJ enquires that property be assessed annually at one- third of its true market 
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value* However, tax assessors throughout the state are not consistent in 
their assessment methods, nor in the frequency with which they reassess 
property. In order to provide a method for equalizing assessment, the state 
Tax Commission each year samples property from each county and estimates what 
the "true" rat^ of assessment should be. Equalized assessed valuation for a 
district is computed by multiplying the assessed valuation by one third, and 
dividing the product by the Tax Comnission ratio for that county ♦ 

District assessed valuation of 
Equalized Business inventory 

Assessed = Real estate X •SSSS 

Valuation Personal property 

Locally assessed utilities 



County tax ratio 



Railroad and Utilities Assessed Valuation 

A county's assessed valuation for railroad and utilities is based upon 
the nuj^i^er of miles of track or lines owned by the railroad or utility. The 
portion of the assessed valuation assigned to a school district is determined 
by prorating the county's railroad and utilities assessed valuation by the 
district's share of the county's enrolled pupils. 

Dis^.rict RR + Util County RR + Util Assessed Di strict enrolled pupils 
Assessed Valuation = Valuation x County enrolled pupils 

In cases where district boundaries overlap county bou^aries, the sa^e 
procedure is done for each county, and the results summed. 

Pupil Weighted Levy . 

The pupil weighted levy functions as a constant in the formula for all 
districts in any given year, and repres. its a current statewide average 
operating levy* It is calculated by multiplying each district's equalized 
^ operating levy by its number of eligible pupils, adding the products for all 
EF([C districts, and dividing ^/ the total numb^^f eligible pupils in the state. 
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All Values used for this calculation are taken from the second preceding year. 
The pupil weighted levy appears twice in the formula. In each case it is 
modified by the district income factor. 

Pupil 

Weighted = ^(District equalized operating levy x Eligible pupils) 
Levy Statewide total of eligible pupils 

District Income Factor 

The average income fcr each district is used in the formula as a measure 
of district wealth or ability to pay. The income factor is used to adjust the 
statewide pupil weighted tax levy to account for varying levels of income 
across districts. The income factor affects the amount o£ estimated local 
wealth calculated under the deductions section of the formula and the amount 
calculated under the guaranteed tax base add-on provision. The Department of 
Revenue provides the Department of Elementary and Secondary Education with an 
average adjusted gross income per return figure for each district udsed on the 
tax returns of individuals. It also provides a statewide average income 
figure. The basic ratio is then calculated for each district by dividing the 
district's average income by the statewide average income. To modify the 
impact of possible extreme ratios, a value of 1 is added to the result, and 
the total is divided by 2. Those districts having an average income per 
return greater than the statewide average will have an income factor of 
greater than 1, tlius increasing the amount of their estimated local wealth and 
the amount of deductions in the formula. 

District District Average adjusted Gross Income Per Return ^ ^ 

Income Factor = Statewide Average Adjusted Gross Income 

2 

LINE 5 .57 X Fines, Forfeits, Escheats, Etc. 

LINE 5 .57 X Financial Institutions Taxes 

Fifty-seven percent of all receipts from financial institution taxes, 
^ fines, forfeitures, and escheats received for school purposes are included as 
ERXC part of the estimate of a district's local revenues. Beginning with the 
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1983-84 school year, revenue received from the recently approved 1/2 cent 
sales tax for education will also be included as a deduction. 

LI^E 7 Line 4 + Line 5 + Line 6 

Line 8 Basic Entitlement = Line 3 - Line 7 

The basic entitlement shown on line 8 is simply the minimum guarantee 
minus the sum of the deductions for estimated local revenue. 



* GUARANTEED TAX MSE ADD-ON * 



GTB SIDE 1 = CGTB - (Eq. Assessed Val. /Eligible Pupils) )/100 



GIB SIDE 2 = (Adj. Operating Levy) - (Pup. Wgt. Levy (.57) x Income Factor) 



LINE 9 GTB SIDE 1 x GTB SIDE 2 x Eligible Pupils 



The guaranteed tax base add-on is designed to increase state aid to 
districts with low local tax ba*^'^s and resulting low tax revenues available 
for education. In order to rec . state aid under this provision, a district 
must have an equalized assessed valuation per pupil less than the statev/ide 
guaranteed tax base (GTB) figure used in the formula. It must also tax itself 
at a rate which is at least equal to 57% of the statewide average tax levy 
(pupil weighted levy) , adjusted by the income factor for that district. If 
the assessed valuation of a district is greater than the statewide GTB figure 
or the equalized operating levy is less than 57% of the pupil weighted levy, 
adjustea for incme, the result of the "-alculation of this provision is 
negative, and there is therefore no "add-on" or additional state aid. 



Guaranteed Tax Base 



The guaranteed tax base figure is set by statute at a relatively high 
^ level so that most districts with low equalized assessed valuation willing to 
ERIC adequately tax themsel*\^es will benefit from this provision. In order to 
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arrive at the GTB figure, the Department of Elementary and Secondary Education 
annually ranks all districts in the state from low to high according to the 
total equalized assessed valuation per pupil. The GTB is equal to the 
equalized assessed valuation of the district containing the 85th to 90th 
percentile of all pupils. The percentile level has ii.zreased by one percent 
each year and will cap at the 90th percentile in the 1982-1983 school year. 
The GTB figure has increased from $24,238 in 1978 to $54,151 for 1982. 

District Adjusted Operating Levy 

Each district's operating lev>' is adjusted by the Tax Commission ratio in 
a manner similar to the adjustment made for equalized assessed valuation. 
This adjustment makes it possible to cranpare levys from one district to the 
next, based on the revenues they would generate against their tax base. The 
operating levy includes the sum of the tax ratio for the teachers, incidental, 
and building funds for the previous year. 

District Adjusted ^ Operating Levy x Tax CoiTsnission Ratio 
Operating Levy .3333 

LI^E 10 Basic Entitlement + Guaranteed Tax Base Add-On 
(Line 8 + Line 9) x Cost of Education Index 

The district entitlement is the simi of the basic entitlement and the 
guaranteed tax base add-on. Beginning in school year 1983-84, the line 10 
amount will be multiplied by the cost-of-education index. 



Cost of Education Index 




The cost of education index will become a factor in calculating state aid 
for the 1983-84 school year. The inclusion of the index is a result of a 
citizen's petition which was recently approved in a statewide referendum 
calling for a 1/2 cent sales tax increase for education. The petition defines 
the index as "the proportional relationship between a statistically predicted 
average teacher salary for that district and the average predicted teacher 
salary for all school districts in the state. The statistical procedures to 

43 



38 



determine each district's cost o£ education index shall be based on 
statistically significant factors that are beyond the control of the 
district..." A statistical model for this index was developed by the 
Department of Elementary and Secondary Education, \^dth the assistance of the 
Education Commission of the States. The model recognizes that education costs 
vary from one area of the state to another as a result of factors that are 
beyond the control of the districts. It focuses on teacher's salaries as the 
element which is most important in determining costs to a school district. 
The value of the index for districts with high costs will be greater than 1, 
and those with lower costs will have an index value of less than 1. The index 
will be applied in the formula at line 10. 



************************* 

* LIMITED APPORTIONMENT * 
************************* 



The statutes establishing the revised formula set a limit on the amount 
of increase that districts might receive from one year to the next. The limit 
of the increase is the difference between what a district received per 
eligible pupil in the prev.ious year and the district's entitlement in the 
current year, multiplied by an. adjustment factor. 



LINE 11 



Current ^ Apportionment Previous Year + 

Apportionment Eligible Pupils Previous Year 

( Basic Entitlement _ Previous Year Apportionment \ 
Eligible Pupils Previous Year Eligible Pupils Ix Adjustment Factor 

(multiplied by the current number of eligible pupils) 

The effect of this provision has been to distribute to each district an amount 
per eligible pupil in the current year at least equal to the amount per pupil 
for the previous year, plus their share of additiciial revenues for the current 
year. 
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Adjustment Factor 



The adjustment factor limits increases and provides a way of prorating 
the total appropriation for education to each school district. From the total 
appropriation, funds for pupil transportation and the exceptional pupil 
program are deducted. The amount to be distributed to districts which fall 
under the hold-harmless provision is also deducted, since their entitlement is 
set by statute. The amount remaining is then compared to the totals of the 
sum of the remaining district's entitlements (line 10) for all remaining 
districts. The adjustment factor is then computed such that all ranaining 
revenues are distributed to districts on a prorated basis. The adjustment 
factors have ranged from .18 in 1978 to a high of .267 in 1981 and a low of 
.042 for 1982. 



Hold-Harmless 



The hold-harmless provision of the formula guarantees that all districts 
will receive at least $283 per pupil , regardless of their entitlement 
calculated under the formula. This provision will be in effect through the 
school year 1983-1984. The base amount of $283 must be adjusted each year by 
the per cent of change in the total appropriation from the previous year. The 
base figure for the 1981-1982 school year was $296. 

If a district's apportionment per pupil is less than the amount per pupil 
received in 1976-77, or less than the amount received in the previous year, it 
is in the "hold-harmless" position. It will receive the larger of three 
options: 

1) The base figure ($283) per pupil 

2) the total calculated at line 10, or 

3) a twenty-percent decline amount. 

The third option is the difference betv/een the previous year's amount of aid 
per eligible pupil and twenty percent of the difference between the amount 
received in 1976-77 per eligible pupil and the current aid (line 10 amount) 
per eligible pupil. It is calculated as follows: 

FR?r^°* ^^^'^^ - foev-APPortionment _ .2o / 76-77 Amount _ Line 10 Amount \\x EP 
r-J^Momt \^rev.Eligible Pupils Ag6-77 E.P. " Eli gible 1^,^.15/!/ 
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APPENDIX B 



REVISED MISSOURI STATUTES, 1978, 
AND 1982 SUPPLEMENT 

Chapter 163 

STATE AID 



Sec. 

163.011. Dcriniiiom. 

163 013. Schooli offering both kind<rginen tnd iransporutkxi. 

sute lid. how computed. 
163.017. Kindcffinen pupils, average daily attendance, how am- 

puted. 

163021. Eligibility for suie ajd-^requiremenls. 
163.03 1. Minimum aid— amotmi, how determined— source of funds, 
how spenL 

163033. Determination of true value ratios for the year 1977. 
163 036. Eitimaies of average duly aitcndinee^ auihonxed error, 
effect of. 

163.04 1. Compuuiion of average daily aiienOince for first appor- 
tionment to rcorgani/ed district. 

163.051. horced closing of school— suic aid based on prior ycu't 
attendance. 

I63.06L Allocation of sUte aid lo district funds. 

163 07 1. State aid for pupils residing on federal lands. 

163.081. Secretary to report tu \ute department. «hen. cunienls — 

djiie^ of sute Kurd of education to calculate suVc aid. 
163 0S2. Fourth distribution of sute aid auih. rued, when. 
163013. Emergency fifth school moneys distriHuion. wheru 
163 091. Correaion cl cnors m apportionment of slate aid. 
163.111. S!Me aid for new central high school buildings in re- 

org&niied diitncti. 
163.121. Sute aid for new buildinp in reorganized districu. 
163.161. State aid for traruporuiion of pupils. 
163.191. Sute aid to junior college districu and school districu 

providing junior rolleges, 
163.195. Dikdalmer as to dollar amounu of future payments. 

CROSS REFERENCES 

Federal funds a/aiUbIc for part-time schools, RSMo 178.320 
Vocatiotial rehabilitation, RSMo 178^90 to 17C.630 

163.01 L DefiniCioiis. — As used in this chap- 
ter unless the context requires otherwise: 

(1) Adjusted gross income 

(a) ''District adjusted gross income per re- 
turn** shall be the total Missouri individual 
adjusted gross income in a .school district divid- 
ed by the total numbrr of Missouri income tax 
returns filed from the school district as report- 
ed by the state department of revenue for the 
second preceding year; 

(b) *'State adjusted gross income per return** 
shall be the total Missouri individual adjusted 
gross income divided by the total number of 
Missouri individual income tax returns, of 
those returns designating school districts, as 
reported by the state department of revenue for 
the second preceding year; 

(c) ''District income factor** shall be deter- 
mined by taking one-half of the sum of 1.0 and 
the ratio of the district adjusted gross income 
per return to the state adjusted gross income 
per return: 

(2) "Average daily attendance** means the 
quotient or the sum of the quotients obtained 
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by dividing the total number of days attended 
in a term by resident pupils in grades ki der- 
garten through twelve, inclusive, and between 
the ages of five and twenty by the actual 
number of days in that term but not including 
legal school holidays and legally authorized 
teachers' meetings. To the average daily at- 
tendance of full-time students shall be added 
the full-time equivalent average daily attend- 
ance of part-time students and the full-time 
equivalent average daily attendance of summer 
school students. "Full-time equivalent average 
daily attendance of part-time students** shall be 
computed by dividing the total hours attended 
by resident part-time students who are not 
subject to the provisions of section 167.031, 
RSMo, by the number of hours school was in 
session that term. "Full-lime equivalent aver- 
age daily attendance of summer schc^l stu- 
dents** shall be computed by dividing the total 
number of hours attended by all summer 
school pupils by the number of hours in the 
regular school term; 

(3) ^Eligible pupils** shall be determined by 
adding membership to the average daily at- 
tendance and dividing the sum by two; 

(4) "Equalized assessed valuation of the prop- 
erty of a school district*' shall be determined by 
multiplying the assessed valuation times the 
percent of true value specified in section 137.- 
1 15, RSMo. and dividing by either the percent 
of true value as determined by the state tax 
commission on or before February first preced- 
ing the fiscal year in which the evaluatiork will 
be effective or the average percent of true value 
for the highest three of the last four years as 
determined and certified by the state tax com- 
mission, whichever is greater. To the equalized 
locally assessed valuation of each distri';t shall 
be added the assessed valuation of railroad and 
utility distributable property as determined by 
dividing the total assessed valuation of the 
distributable property within each county in 
which the district has territory by the tota) 
number of resident pupils enrolled in the public 
schools on the last Wednesday in September in 
each county in which the district has territory 
and multiplying the quotient thus obtained by 
the number of resident pupils enrolled in the 
public schools on the last Wednesday in Sep- 
tember v/ithin that portion of each district lying 
wholly or partially within the county; 
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(5) "Guaranteed tax base" means the amount 
of equalized assessed valuation per eligible pu- 
pil guaranteed each school district by the state 
in the computation of state aid. To compute 
the guaranteed tax base, school districts shall 
be ranked annually from lowest to highest ac- 
cording to the amount of equalized assessed 
valuation per pupil. During the 1977-78 
school year, the guaranteed tax base shall be 
the amount of equalized assessed valuation per 

fmpil of the school district in which the eighty- 
ifth percentile of the state aggregate number of 
pupils falls during the preceding year. During 
the 1978-79 school year and each year thereaft- 
er through 1982-83, the percentile level used to 
determine the arrount of the guaranteed tax 
base shall be increased one percentile; there- 
after the percentile level used in ihe determina- 
tion of the guaranteed tax base shall be ninety; 

(6) "Membership" shall be determined by 
dividing by two the sum of (1) the number of 
resident full-time students and the full-time 
equivalent number of part-time students who 
were enrolled in the public schools of the dis- 
trict on the last Wednesday in September of 
the previous year and who were in attendance 
one day or more during the preceding ten 
school days, (2) the number of resident full- 
time students and the full-time equivalent num- 
ber of part-time students who were enrolled in 
the public schools of the district on the last 
Wednesday in January of the previous year 
and who were in attendance one day or more 
during the preceding ten school days, and (3) 
the full-time equivalent number of summer 
school pupils. "Full-time equivalent number 
of part-time students" is determined by divid- 
ing the total number of hours for which all 
part-time students are enrolled by the number 
of hours in the regular school term. "Full-time 
equivalent number of summer school pupils" is 
determined by dividing the total numoer of 
hours for which all summer school pupils were 
enrolled by the number of hours in the regular 
school term. "Full-time equivalent number of 
kindergarten pupils" is determined by dividing 
the number of such pupils in membership by 
two; 

(7) "Operating levy" means the sum of tax 
rates levied for teachers, incidental, and build- 
ing funds. To equalize the operating levy, 
multiply the aggregate tax rates for teachers, 
incidental, and ouilding funds by ♦ either the 
percent of true value, as determined by the 
state tax commission on or before February 
first preceding the fiscal year in which the 

aluation will be effective, or the average per- 
cent of true value for the highest three of the 
last four years as determined and certified by 
the state tax commission, whichever is greater, 
and dividing by the percent of true value speci- 
fied in section 137.115, RSMo; 
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(8) "Orphans", resident children five years of 
age or older and under eighteen years of age 
who were enrolled in the public schools the 
previous September and who are supported in 
whole or in part by philanthropic or state 
organizations; 

(9) "Pupll-welghtcd levy" shall be deter- 
mined by multiplying the equalized operating 
levy in each district for the second preceding 
year by the eligible pupils of each district for 
tJiat year and dividing the sum thereof for all 
districts of the state by the aggregate number 
of eligible pupils for that year of all districts of 
the state; 

(10) "Qualified aid to dependent children re* 
cipients", resident children five years of age or 
older and under eighteen years of age who 
were .enrolled in the public schools the previous 
September and for whom aid to dependent 
children was allowed as certified by the divi- 
sion of family services; 

(11) "School purposes" pertains to teachers 
and incidental funds; 

(12) "State-expenditure factor** shall be de- 
termined by dividing the state total of current 
expenditures for the second preceding year by 
the number of eligible pupils in the state during 
that year; 

(13) "Teacher** means any teacher, teacher- 
secretary, ibstitute teacher, supervisor, princi- 
pal, supervising principal, superintendent or as- 
sistant superintendent, school nurse, social 
worker, or librarian who shall, regularly, teach 
or be employed for grades kindergarten 
through twelve more than one-half time in the 
public schools and who is certified under the 
laws governing the certification of teachers in 
Missouri. 

(L. 1963 p. 200 5 4-1 and p. 333 5 I6I.02I. A. L. 1967 p. 245. 

A- L. 1973 H. B. 38. H. B. 138. A. L. 1977 H. B. 130. H. B. 

131. H. B. 187. Text taken from H. B. I3l. 
(Source: RSMo 1939 § 161.021) 
• Word ''by"* docs not appear in original rolls, 

163.013. Schools offering both kindergarten 
and transportation, state aid, hovv computed.— 
Any school offering kindergarten and also of- 
fering transportation under section 167.231, 
RSMo, shall receive state aid for kindergarten 
students under the same formula as prescribed 
by law under section 163.16L 

(L. 1967 p. 243 S 2) 

163.017. KinJergarten pupils, average dally 
attendance, how computed.— For the purpose of 
determining state aid payments under section 
163.031 on kindergarten attendance, "average 
daily attendance" shall be obtained by dividing 
one-half the total number of days attended by 
resident kindergarten pupils whose fifth birth- 
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day occurs before the first day of October after 
the first day of the school term, by the actual 
number of days that the school was m session 
not including legal school holidays and legally 
authorized teachers* meeting3. 

(L 1967 p. 245 § 3. A. L 1971 S. B. 171) 

163.021. Eligibility for state aid— require- 
ments. — A school district shall receive state 
aid for its education program only if it: 

(1) Provides for a minimum of one hun- 
dred seventy-four days of actual pupil attend- 
ance as defined in section 160.041, RSMo, for 
each pupil or group of pupils; 

(2) Maintains adequate and accurate rec- 
ords of attendance, personnel and finances, as 
required by the state board of education, 
which shall include the preparation of a fi- 
nancial statement which shall be submitted to 
the state board of education the same as 
required by the provisions of section 165.111, 
RSMo, for six-director elementary and high 
school districts; 

(3) Levies a property tax of not less than 
one dollar and twenty-five cents for current 
school piuposes on each one hundred dollars 
assessed valuation of the district; 

(4) Computes average daily attendance as 
defined in subdivision (1)* of section 163.- 
011. Whenever there has existed within the 
state an infectious disease, contagion, epidem- 
ic, plague or similar condition whereby the 
school attendance is substantially reduced for 
an extended period in any school year, the 
apportionment of school funds and all other 
distribution of school moneys shell be made 
on the basis of the school year next preceding 
the year in which such condition existed. 

(l- I^Tv.^ p. 200 5 4.2, A. L t971 H. B. 38. A. L 1982 S. B. 
832) 

(Source: RSMo t959 § 161.025) 

* Original rolls oonuin figure **(!)**« but average daily attend- 
ance is actually defined in subdivision (2) of scaion 163.- 
01 1. 

(1972) The phrase "No levy for public school- or htwn;; ihall 
be reduced below a point that would entitle them to panicipate 
in slate funds** in S 137.073, RSM(», prohibits a reduction in the 
rate of Ir vy to a point where no ^tate funds would be available. 
i.e., a reduction below a rate of $1.00, and does not prohibit a 
reduction below a rate that would only cut off i^articipation in 
additional state aid under § 163.031. Mo. Pacific Rd. Co. v. 
Kuehte (Mo.). 482 S.W.(2d) 505. 

163.031. Minimum aid— amount: hort deter- 
mined — source of fnnO^^ how s^ncnt. — 1. School 
districts which meet the requirements of section 
163.021 shz\\ he entitled to a minimum guaran- 
tee computed as follows: An .imount deter- 
mined by multiplying the number of eligible 
pupils hy seventy-five percent of the state-ex- 
penditure factor, plus an amount determined 
by multiplying the number of qualified aid to 



dependent children recipients and orphans by 
twenty-five percent and multiplying the prod, 
uct thereof by sevenly-five percent of the state- 
expenditure factor. 

2. From the minimum guarantee for each 
district there shall be deducted an amount de- 
rived by multiplying fifty-seven percent of the 
papil-weighted levy as adjusted by the district 
income factor by each one hundred dollars of 
the equalized assessed valuation of the property 
in the district the preceding year. Also, there 
shall be deducted fifty-seven percent of the 
•amount received for school purposes from 
fines, forfeitures, escheats and intangible taxes. 

3. To the amount calculated in subsections 
1 and 2 of this section shall be added an 
amount to which a district is eligible under the 
guaranteed-tax-base provision which shall be 
calculated as follows: Multiply the difference 
between the guaranteed tax base less the equal- 
ized assessed valuation per eligible pupil of the 
school district for the last year divided by one 
hundred times the number of eligible pupils, 
times the difference obtained by subtracting 
fifty-seven percent of the equalized pupil- 
weighted levy as adjusted by the district in- 
come factor from the equalized operating levy 
for the district. 

4. No district shall receive annually an 
amount per eligible pupil which is greater than 
the amount received the previous year plus 
twenty-five percent of the difference between 
the amount currently apportioned per eligible 
pupil under subsections K 2. and 3 and the 
amount per eligible pupil received the previous 
year. However, no district shall receive an 
amount greater than is provided by subsections 
1. 2. and 3 of this act.* If the general assem- 
bly appropriates more or less funds than is 
necessary to meet the requircm< of this sec- 
tion, the twenty-live percent ! ^hall be ad- 
justed to allow for the distribi . of available 
funds. 

5. (1) During the 1977-78 school year, no 
school district shall receive less per pupil in 
average daily attendance than it was appor- 
tioned during the 1976-77 school year under 
the provisions of subsections 1. 2. 4. 6. and 7 of 
section 163.031. RSMo Supp.1976. In 1978-79 
and each year thereafter for five years, those 
districts which would, under subsections 1. 2, 
and 3 of thi.s section, be entitled to a smawer 
amount per eligible pupil than was received the 
preceding year shall receive a reduced amount 
per eligible pupil. Such reduction shall be^ 
twenty percent of the difference per eligible* 
pupil between the entitlement under subsec- 
tions I. 2. and 3 and the amount per eligible 
pupil received under subsections 1. 2. 4. 6, and 
7 of section 163.031. RSMo Supp.1976. during 
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the 1976-77 school year but in no instance 
shall a district receive less than the entitlement 
under subsections I, 2, and 3 or two hundred 
eighty-three dollars per eligible pupil, which- 
ever IS greater. The two hundred eighty-three 
dollar base figure shall be multiplied annually 
by the same percent that the appropriation of 
state funds for the school foundation program 
IS changed from the previous year and the 
product added to the amount per eligible pupil 
apportioned the previous year under this sec- 
tion. However, at no time shall the percent of 
this annual adjustment exceed the percent of 
annual adjustment for the mean average of the 
lowest five percent of the districts which re- 
ceive an apportionment based upon subsections 
t, 2, 3 and 4 of this section. 

(2) State aid based upon subsections I 
through 6 of this section may be determined as 
follows: 



MittimiiRi GutrtRUt 

1. Number of Eligible Pupili X (75% of State- 

•xptnditure pMtor) . . . I 

1 (ADC 4- Orphaiu) X ^ X (7fi% of SUU- 
•xp«nditur« f tetcr) I 

I. Total Utnimum Gut/ant4« (Lint 1 plut 

Un«2) , I 



IMuctioni 

1 EqutliKcA/V 

X (67% of Pupil.wttghl«d 

$100 



L«vy X dUtriet tRtoma ftetor) I 

S. F(n«t. Forfeitures, Eichetu. et Mtem 
(67% of tbt tu^unt rettivid the prtvioui 

year for ichool purpoMi) I 

i tntangible Taxei (67% of tha amount received 

the previoui year for ichool purpOMi) , . I . 

t Total Diduetloni (Sum of Linei 4, 6. and 6} I 

1 Bail: entitlement (Lin'* 8 minui Line 7} $ 

Oeuinued Tax Bate (GTB) Addnjn 

(0TB nfnui DUt Equal. A/V per eligible 



Pupil) 1- 100 X Humber of Eligible Pupili X (Diit 
Equal. opcraiiRg Levy mfnua fifty*Mven per- 
eent of the Pupll*walghud Levy diitrict income 



fMtor) I 

(cannot be leu than "O") 

10. DUtriet Entitlement (line Splui Line 9) I 

iL Apply hold-harmleta or mwlmum Increaae clauie 

to Une 10 $ 



6. The state board of education shall, at the 
time of making the annual apportionment, ap- 
fwrtion special state aid as now or hereafter 
provided by section 163.161 building aid as 
provided by law, and the aid provided by 
Hction 162.975. RSMo. 

7- A school district shall spend for teachers* 
J^Iaric- each year at least seventy-five percent 
0* ihe state school funds received under subsec- 
tions 1, 2, and 3 of thi' section and undfcr 
action 162.975, RSMo, and as much of the 
^cnue produced hy lo«^al tax levies as was 
'P^nt per eligible pupil for teachers* salaries the 
previous yean In the event a district fails to 



comply with this provision, the amount by 
which the district fails to spend funds as pro- 
vided herein .ihall be deducted from the dis- 
trict's apportionment for the following year, 
providea that the state board of education may 
exempt a school district from this provision if 
the state board of education determines that 
circumstances warrant such exemption. 

(L. 1063 p. 200 I 4*3 and p. 333 § 161.031, A. L. 1963 p. 284, 
A- L. 1965 2d Ex. Scss. p. 894. A. L. 1967 p. 246, A, L. 1967 
1st Ex. Scss. p. 881, A. L. 1969 p. 268. A. L. 1975 H. B. 943, 
A, L. 1976 S, B. 324. A. L. 1977 H. B. 131) 

(Source: RSMo 1950 53 161 031. 161.061) 

• Probably should say "this section", 

163.033. Determination of tnie value ratios 
for the year 1977.— Notwithstanding the provi- 
sions of section 163.031, the average percent of 
true value ratios determined by the state tax 
commission for year 1977 and certified to the 
department of education in 1978 shall be disre- 
garded and the state tax commission shall be- 
fore April I, 1978, submit the average true 
value ratios to be used in lieu thereof for the 
year 1977 in determining the equalized assessed 
valuation of the property of a school district 
for distributions of school foundation formula 
funds. 

(U 1978 H. B, 1822 § 1) 
efective J.22-78 

163.036. Estimates of average dally attend- 
ance — authorized — error, effect of.— In comput- 
ing the amount of state aid a school district is 
entitled to receive under section 163.031, a 
school district may estimate the number of 
eligible pupils for the ensuing year instead of 
using the number of eligible pupils for the past 
year. Any error made in the apportionment 
of state aid because of a difference between the 
actual number of eligible pupils and the esti- 
mated number of eligible pupils shall be cor- 
rected as provided in section 163.091, except 
that if the amount paid to a district estimating 
eligible pupils exceeds the amount to which the 
district was actually entitled by more than five 
percent, interest at the rate of sir percent shall 
be charged pfi the excess and shall be added to 
the amount to be deducted from the district's 
apportionment the next succeeding year. 

163.041. Computation of average dally at« 
tendance for first apportionment to reorganized 
district. — The average daily attendance for the 
first apportionment of state school moneys to 
any enlarged school district organized under 
the provfsions of sections 162.101 to 162.201, 
RSMo, shall be computed by adding together 
the total average dally attendance in each dis- 
trict that has become a confiponent part of the 
enlarged district. 
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£ 163.041 

(L. 1963 p. 200 § 4-4) 
(Source: RSMo 1959 § 165.703) 

163.051. Forced closinj; of sch(M)l— stale aid 
Da5ica tjn prior year's aiiendincc— The stale 
board cf education, in the apportionment of 
the state school moneys fund, may use the 
average daily attendance of the next full year 
preceding or project the average daily attend- 
ance for the current year based on Ihc average 
daily attendance for ihe last fifty days the 
schools of the district were in session hcfore the 
schools were forced to close hcfore the expira- 
tion of the term or hefoie average daily attend- 
ance dropped substantially hccause of a disas- 
ter caused by flood, fire, windstorm or any 
natural disaster when all or part of the district 
is designated a disaster area hy the governor of 
the state, or when districts have been forced to 
close hccause of nonpayment of taxes as a 
result of flooding or drouth conditions or be- 
cause of loss of surplus funds occasioned by 
bank failures in any county of the state. 

(L. 1963 p. 200 ^ 4-5. A. L. 1973 H. B, 3K) 
(Source: RSMo 1959 § 161.070) 
Bfcclivc 6-27-73 

163.061. Allocation of state aid to district 
funds.— Not less than eighty percent of the 
state school moneys received under the provi- 
sions of subsections 1, 2 and 3 of section 
163.031 shall be placed in the teachers* fund 
and the remaining percent of such moneys in 
the incidental fund. 

(L. 1963 p. 200 § 4^) 
(Source: RSMo 1959 § 161.045) 

163.071. State aid fur pupils residing; on fed- 
eral lands. — When an approved educational 
program is provided for pupils residing on fed- 
eral lands under section 171.101, RSMo, by 
any district, the district is entitled to all state 
aid as provided hy section 163.031 with respect 
to pupils residing within the disirict outside of 
the federal lands, and it is also entitled to state 
aid for pupils residing on federal lands in an 
amount to be determined as follows: The total 
amount apportioned to the district by the state 
under section 163.031 for resident pupils shall 
be divided by the average daily attendance of 
resident pupils in the district and the quotient 
resulting shall he multiplied hy the numher of 
pupils in average daily attendance in grades 
one through twelve residing on the federal 
lands. The additional slate aid under this sec- 
tion shall be paid in the same manner as other 
apportionments made under section 163.03). 

(L 1961 p. 200 ^ 4-7) 
(Source: RSMo W59 $ 161.03$) 
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163.081. Secretary to report to state de- 
psrtment^ wheut contents, penalty — duties of 
state board of education to calculate state aid, 
distribution, when,— I. Between June fif- 
teenth and June thirtieth each year the secre- 
tary of each school district shall make a re- 
port to the state department of elementary 
ano secondary education which shall contain 
all necessary data for calculating the amounts 
of state support which each district is to 
receive for the following school year. The 
report shall be sworn to before a notary 
public or the county clerk. Reports shall be 
forwarded to the state board of education on 
or before July fifteenth. Any district secre- 
tary, superintendent or teacher who knowing- 
ly furnishes any falsf* information in the re- 
ports, or neglects or refuses to make the 
reports, is guilty of a misdemeanor and shall 
be punished by a fine of not more than five 
hundred dollars or imprisonment in the coun- 
ty jail for not more than six months or by 
both such fine and impnsc ment. 

? Until July 1, 1982, the state board of 
education upon receipt of the report from the 
school district shall calculate the amount 
which each school district is to receive and on 
or before September fifteenth of each year 
shall distribute all moneys available August 
thirty-first to the several districts. /Additional 
distributions of all moneys available Novem- 
ber thirtieth and February twenty-eighth shall 
be made on or before December fifteenth and 
March fifteenth of each school year. The 
state board of education shall certify the 
amounts so apportioned to the commissioner 
of administration for his approval and war- 
rants shall be issued payable to the several 
school districts of the state and forwarded to 
them. Beginning July I, 1982, the moneys 
appropriated for the state schools in any such 
year shall be distributed to the several dis- 
tricts entitled thereto through twelve monthly 
disbursements, ;h of the first six monthly 
disbursements du. ig any fiscal year shall be 
equal to one-twelfth of the total amount ap- 
propriated for such purpose. Each of the 
remaining six monthly disbursements shall be 
in an amount which shall not be less than 
seven and one-half percent of the total appro- 
priation; provided, however, that the total 
disbursements through the twelve payments 
shall not exceed the total amount appropriat- 
ed for such purpose. 

(L. 1963 p. 200 § 4-8 and p. 338 § 161,051, A. L. 1973 H. K 
J58, A. L 1977 H B. 130. A. L 1982 H. B. 1450) 

(Source: RSMo 1959 § 16l.05t) 
Effective 2-18-82 
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163.083. Emergency money distribution, 
when.— 1. For fiscal year ending June 30. 
1982, if all moneys appropriated to be distrib- 
uted as provided in sections 163.081 and 163.- 
082 have not been distributed through the 
four distributions heretofore provided for, an 
emergency distribution may be made before 
the close of that fiscal year of any amount up 
to that amount necessary to meet the amount 
appropriated, 

2. When distributing the state aid autho- 
rized by the provisions of sections 162.935, 
162.975, 162.980, 162.985, 162.900, 162.990, 
163.031 and 163.161, RSMo, the state treasur- 
er may, in any year if requested by a .school 
district, disregard the provision in section 30.- 
180, RSMo, requiring the treasurer to convert 
the warrant requesting payment into a check 
or draft and wire transfer the amount to be 
distributed to the school district directly to 
the school district's designated depositary for 
credit to the school district's account. 

(t« 1977 H. B. 130 { 5. A. L 1982 H. B. MSG) 
Effcciivt 2-18-82 

163.091. Correction of errors in apportion- 
ment of state aid.— -The state board, of educa- 
tion may correct any error made in the appor- 
tionment of the state school moneys fund 
among the various counties of this state out of 
the state school moneys fund of the year next 
following the date when the mistake was made. 
The state board of education shall certify the 
amount set apart to any school district for the 
purpose of correcting any error to the commis- 
sioner of administration, and the commissioner 
of administration shall certify the amount so 
apportioned for proper payment, and the dis- 
trict treasurer shall credit the funds as the 
funds of the year in which the error occurred. 
If any district has received funds in excess of 
the amount to which it was entitled, its appor- 
tionment for the next succeeding year shall be 
reduced accordingly. 

<L 1963 p. 200 9 4-9, A. L 1977 H. B. 130. S. B. 82)' 
'Source: RSMo 1939 ft 161.080) 

163.111, State aid for new central high 
ichool bul<dlngs in reorganized districts* — 
Whenever a district organized under the 
provisions of sections 162.211 and 162.221, 
RSMo, has secured a site of not less than 
five acres for the central high school build- 
ing of the district and has erected thereon, 
m accordance with plans and specifications 
'ipprovcd by the state board of education, a 
school building suitable for a central school 
ind containing one large assembly room for 
Jhe meeting of the citizens of the district and 
has installed a modern system of heating and 
ventilating, the state shall pay one-fourth of the 
cost of the building and equipment; but the 



amount paid by the state shall not exceed two 
thousand dollars for any one building. The 
JUte of Missouri, out of that part of the slate 
revenue set aside for the support of the free 
public Schools, shall make adequate appropria- 
tions for carrying out the provisions of this 
section. The money due any district, when 
approved by the commissioner of administra- 
tion, shall be remitted to the treasurer of the 
district on receipt of a certificate from the state 
hoard of education stating that the conditions 
herein prescribed have been complied with. 

(L 1963 p. 200 9 4-11, A. L 1977 H. B. 130. S. B. *82) 
(Source: RSMo 1^59 § 161.130) 

163.121. State aid for new buildings In reor- 
ganized districts. — All school districts enlarged 
under sections 162.101 to 162.201, RSMo, in 
which the erection of one or more new school 
buildings or additions to one or more existing 
buildings is made necessary by reason of the 
reorganization, shall receive state aid in the 
amount of one-half of the cost of the buildings, 
auditions, and equipment up to twenty-five 
thousand dollars for any enlarged district. 
Any district formed under sections 162.101 to 
162.201, RSMo, shall receive the building aid 
in the amount of one-half of the cost of the 
buildings, additions, and equipment at the rate 
of one hundred dollars per pupil times the total 
number of pupils currently enrolled in the 
schools of the district as certified by the board 
of education of the district to the state board of 
education when the amount exceeds twenty- 
five thousand dollars, but total state aid for this 
purpose shall not exceed fifty thousand dollars 
for any enlarged district. All building plans 
shall be approved by the state board of educa- 
tion. Wh^n the conditions herein prescribed 
have been complied with, and when at least 
one-half of the buildi:>^ program has been 
completed as determined by the state board of 
education, one-half of the money due any en- 
larged school district shall be certified by the 
state board of education to the commissioner 
of administration for his approval and a war- 
rant shall be issued for the amount due and 
payable to the treasurer of the district. Upon 
th completion of the building program the 
balance of the money due any enlarged school 
district shall be certified by the state board of 
education to the commissioner of administra- 
tion for his approval and a warrant shall be 
issued for the balance due and payable to the 
treasurer of the district. 

(L 1963 p. 200 9 4-12. A. L. 1977 H. B. 130, S. B. 82) 
(Source: RSMo 1959 $ 165.697) 
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163.161. State aid for transportation of pu- 
pils. — 1. Any .school district which makes 
provision for transporting pupils as provided 
in seciions 162.621, 167.231 and 167.241, 
RSMo, shall receive state aid for the ensuing 
year for such transportation on the basis of 
the cost of pupil transportation services pro- 
vided the current year. A district shall re* 
ccive an amount not greater than eighty per* 
cent of the allowable costs of providing pupil 
transportation services to and from school 
and to and from public accredited vocational 
courses, except that in no case shall a district 
receive an amo.'int per pupil greater than one 
hundred twenty-five percent of the state aver- 
age approved cost per pupil transported the 
second preceding school year. The siite 
board of education shall approve all ous 
routes and determine the total miles each 
district should have for effective and econom- 
ical transportation of the pupils and shall 
determine allowable costs. No state aid shall 
be paid for the costs of transporting pupils 
living less than one mile from the school. 
However, if the state board of education de- 
termines that circumstances exist where no 
appreciable additional expenses are incurred- 
in transporting pupils living less than one mile 
from school, such pupils may be transported 
without increasing or diminishing the dis- 
tnct*s entitlement to state aid for transporta- 
tion. 

2. State aid for transporung handicapped 
and severely handicapped students attending 
cla.sscx within the school district or in a near- 
by district under a contractual arrangement 
shall be paid in accordance with the provi- 
sions of subsection 1 and an amount equal to 
eighty percent of the additional cost of trans- 
porting handicapped and severely handi- 
capped .students above the average per pupil 
cost of iran.sporting all students of the district 
shall be apportioned where such special trans- 
portation is approved in adv&nce by the de- 
partment of elementary and secondary educa- 
tion. State aid for tran.sportation of handi- 
capped and severely handicapped children in 
a .special .school district .shall be eighty per- 
cent of allowable costs as determined by the 
Stat/: bi^ard of education which may for suffi* 
cicnt reason authori7.c amounts in exce s of 
one hundred twenty-five percent of the state 
average approved cost per pupil transported 



the second previous year. In no event shall 
state transportation aid exceed eighty percent 
of the total allowable cost of transporting all 
pupils eligible to be transported. 

<L 1963 p. 200 § 4-16 and p. 335 § 165.143. K L 1965 p. 
A. L 1969 p. 268. A. L 1973 H. B. 158. A. L 1977 H. 
a 131. A. L 1978 H. B. 969. A. 1930 H. B. 1633) 

(Source: RSMo 1959 § 165.143) 

163.191. State aid to community Junior 
college districts and school districts providii^s 
junior colleges— community junior college 
defined — programs offered outside districts. — 
1. All students, resident in the state of Mis- 
ri, attending schools or classes of a com- 

.unity junior college district shall be includ- 
ed in the attendance records of the communi- 
ty junior college district for the apportion- 
ment of school funds. Each year each com- 
munity junior college is eligible to receive 
from state funds, if funds are available and 
appropriated, an amount up to but not more 
than fifty percent of the state average operat- 
ing cost per credit hour as approved by the 
department of higher education. The average 
operating cost per credit hour shall be deter- 
mined by dividing the total operating cost for 
all community junior college districts receiv- 
ing state aid by the total number of eligible 
credit hours produced by the community jun- 
ior college districts. The department of high- 
er education .shall review all institutional 
budget requests and prepare appropriation 
recommendations annually for the public 
community junior colleges under its supervi- 
sun. The department's budget request shall 
include a recommended level of funding per 
academic and other nonoccupational or non- 
vocational credit hour and an increased level 
of funding per occupational or voc;9.tional 
credit hour. The recommendation shall also 
include the number of approved credit hours 
in each category for each public community 
junior college. Both current operating costs 
and the number of eligible credit hours pro- 
duced shall be estimated on the then current 
year, to be adjusted on actual operating costs 
incurred and the actual number of eligible 
credit hours produced at the end of the year. 
A *^year^ is defined as from July first to June 
thirtieth of the following year. The term 
^'operating costs*' means all tho.se costs attrib- 
utable to current operation of the district 
including all direct costs of instruction, in- 
structors* and counselors* compensation, ad- 
ministrative costs, all normal operating costs 
and all similar noncapital expenditures during 
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any year, but excluding costs of construction 
of facilities and purchases of equipment and 
furniture and other capital items. Current 
operating costs shall be computed under 
accounting methods and procedures to be 
specified by the slate department of higher 
education. The term **cligib!e credit hours 
produced** means for the purpose of such 
Claims actual participation through the fourth 
week of the session the course is offered. In 
the case of eligible credit hours produced in a 
summer session, the claim for reimbursement 
shall be presented in the claim covering that 
particular school year in which the summer 
session ends. 

2. School districts offering two-year col- 
lege courses under section 178.370, RSMo, on 
October 31, 1961, shall receive state aid under 
subsection 1 if all scholastic standards estab- 
lished under and pursuant to sections I78.77& 
to 178.890, RSMo, arc met. 

3. In order to m^ke postsecondary educa- 
tional opportunities available to Missouri resi- 
dents who do not reside in an existing com- 
munity junior college district, community jun- 
ior colleges organized under the provisions of 
section 178.370, RSMo. or sections 178.770 to 
178.890, RSMo, shall be authorized under the 
funding provisions of this section to offer 
courses and programs outside the community 
junior college district with prior approval by 
the coordinating board for higher education. 
The classes conducted outside the district 
shall be self-sustainmg. Provided, however, 
Ihdd courses and programs offered outside of 
the community junior college district shall not 
be used to increase the amount of funding for 
which the community junior college offering 
the courses and programs is eligible under 
subsection 1. 

4. A **communlty Junior college** is an m- 
stitution of higher education deriving finan- 
cial resources from local, state, and federal 
sources, and providing postsccondary educa- 
tion primarily for persons above the twelfth 
grade age level, includmg courses in (a) liber- 
al arts and sciences, including general educa- 
tion; (b) occupational, vocational-technical; 
and (c) a variety of educational community 
services. Community junior college course 
offerings lead to the granting of certificates, 
diplomas, and/or associate degrees, but do 
not include baccalaureate o: higher degrees. 

(U 1%^ ^ ;500 (5 4-l9. a. l- I965 p. M7. A. L 1967 p. ;49. 
A. L. 1*^/2 S. a 3W. A. l- 1975 H. B. 526. A, I- I9«l S. a 
2) 
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APPENDIX C 

SECTIONS OF MISSOURI STATUTES AFFECTED 
BY NOVEMBER 1982 REVISIONS (P'XOPOSITION C) 

CHAPTER 163 

STATE AID 



8m. 

I8&jQtt Didaiaofti. 

I810I3 School* ofTtn^ both kix»d«Tf tiUa and irtntporUtion, cUU «id« bow 
ccapuUd. 

161017 Xbdtrftmn pupiK svtrti* dtHly ttutuUaa*, hem coopuud 
111031 EliftlnUty for tuu lid— f«quIrtm«nU. 

161031 Klaiaun *kl— «iDount, how dtunaiMd-— «oujt« of fundi;, bow tptot. 
163.036 Eslimatet of average daily attendance authorizni, how com- 
puted—error* cfTen of. 
161041 CocBpuutioo of dtlly ttuadioo* foe flr»t Appoftioomnt Co 

(«orf «aisftl dbtHct. 
I61J061 Forcod tio^iaf of ic b ool- ttau tid bated oo prior yMx'i «tl«ndtact. 
IClOSi Allocatiott of lUU aid to dUuict fundi. 
161071 8UU aid for pupiU nMnt ^ ftdtral Uada. 

'IGS^OIL Definitions— As used in this 
chapter unless the context requires otherwise; 

(1) Adjusted gross income 

(a) "District adjusted gross income per 
reUirn"" shall be the total Missouri individual 
adjusted gross income in a school district 
divided by the total number of Missouri income 
tax returns filed from the school district as 
reported by the state department of revenue for 
the second preceding yean 

(b) "State adjusted gross income per return** 
shall be the total Missouri individual adjusted 
gross income divided by the total number of 
Missouri individual Income tax returns, of those 
returns designating school districts, as reported 
by the state department of revenue for the 
second preceding yean 

(c) "District xncome factor" shall be 
determined by taking o^e-half of the sum of I.O 
and the ratio of the vlistrict adjusted gross 
mcome per return to th.> state adjusted gross 
income per return: 

(2) ^Average daily attendance*^ means the 
Quotient or the sum of the quotients obtained 
by dividing the total number cf days attended 
in a term by resident pupils in grades 
kindergarten through twelve, inclusive, and 
between the ages of five and twenty by the 
actual number of days in that term but not 
including legal school holidays and legally 
authorized teachers' meetings. To the average 
daily attendance of full-time students shall be 
added the full-time equivalent average daily 
attendance of part-time students and the 
full-time equivalent average daily attendance of 
summer school students. "Full-time equivalent 
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163.081 Secretary to report (o sute depanment. >yhen, contents, 
pcnalty<^utici of state board of education tocalcu late suteaid. 
distribution, when. 

163.083 Emergency mo>v:;v distribution, when. 

163.087 Six-direaor urban and metropolitan school diitnas. diitnbu* 
tion of school distHct trust fund. 

163.091 Corrtction of trron in Apportionment of umU 

163.111 Suu aid for acw ctnlril hifh Khool buildinn ui r«.v««niz«4 dntnclA. 

161121 Suu aid for new buifdlnfi in rtoryaniud dittricta. 

161161 Suu akt for tnniporuUon of puptU. 

163. 191 State aid to community {ynior college o.stricts and school dis* 
tricts nrovidin|t junior collescs^community junior college 
defined— proirams offered outside districts. 

Itll&S DiacUitatr aa to dollar aiaounu of futurt paymtnu. 

average daily attendance of part-time students** 
5hall be computed by dividing the total hours 
attended by resident part-time students wlio 
are not subject to the provisions of sectiun 
1 67.03 K RS M 0, by t he number of hours school was 
in session that term. **Ful!-t:nie equivalent average 
daily attendance of summer school students** 
shall be computed by dividing the total number 
of hours attended by all summer school pupils 
by the number of hours in the regular school 
term; 

(3) "Cost of education Index** for a school 
district shall be the proportional relationship 
between a statistically predicted average teacher 
salary for that district and the average predicted 
teacher salary for all school districts in the state. 
The statistical procedure to determine each 
district*s cost of education inde.\ shall be based on 
statistically sigrificant factors that are beyond the 
control of the district and shall be established by the 
department of elementary and secondary education 
following the rulemaking process set forth in 
chapter S36, RSMo, including a public hearing on 
the procedure proposed. Any rule proposed 
pursuant to this subsection shall be submitted to the 
committee on administrative rules which shall 
review and report on the rule as provided in section 
536.037. RSMo; 

(4) "Eligible pupils** shall be determined by 
adding membetship to the average daily attendance 
and dividing the sum hy two: 

(5) "Equalized assessed valuation of the 
property of a school district** shall be determined by 
inulliplvinui the ^esscd valuation timc^ the percent 
of true value specified in section 137.115, RSMo. 
and dividing by either the percent of true value as 
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determined by the state tax commission on or 
before February first preceding the fiscal year 
in which the valuation will be effective or the 
average percent of true value for the highest 
three of the iast four years as determined and 
certified by the state tax commission, whichever 
is greater. To the equalized locally assessed 
valuation of each district shall be added the 
assessed valuation of railroad and utility 
distributable property as determined by 
dividing the total assessed valuation of the 
distributable property within each county in 
which the district has territory by the total 
number of resident pupils enrolled in the public 
sdiools on the last Wednesday in September in 
each county in which the district has territory 
and multiplying the quotient thus obtained by 
the niunber of resident pupils enrolled in the 
public schools on the last Wednesday in 
September within that portion of each district 
lying wholly or partially within the county; 

(6) **Guarante€d tax bMe** means the 
amou^ : of equalized assessed valuation per 
eligible pupil guaranteed 3ach school district by 
the state in the computation of state aid. To 
compute the guaranteed tax base, school 
districts shall be ranked annually from lowest 
to highest according to the amount of equalized 
assessed valuation per pupil. During the 
1977-78 school year, the guaranteed tax base 
shall be the amount of equalized assessed 
valuation per pupil of the school district in 
which the eighty-fifth percentile of the state 
aggregate number of pupils falls during the 
preceding year. During the 1978-79 school year 
and each year thereafter through 1982-83, the 
percentile level used to determine the amount 
of the guaranteed tax base shall be increased 
one percentile; thereafter the percentile level 
used in the determination of the guaranteed tax 
base shall be ninety: 

(7) "Membership** shall be determined by 
dividing by two the sum of (1) the number of 
resident fuU-ume students and the full-time 
equivalent number of part-time students who 
were enrolled in the public schools of the 
district on the last Wednesday in September of 
the previous year and who were in attendance 
one day or more during the preceding ten school 
days, (2^ the number of resident full-time 
students and the full-time equivalent number 
of part-time students who were enrolled in the 
public schools of the district on the last 
Wednesday in January of the previous year and 
who were in attendance one day or more during 
the preceding len .soh<u)l tluVs. mkI (2) the 
full-time equivalent number of bunmer school 
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pupils. "Full-time equivalent number of part-time 
students'' is determined by dividing the total 
number of hours for which all part-time students 
arc enrolled by the number of hours in the regular 
school term. "Full-time equivalent number of 
summer school pupils'* is determined by dividing 
the total number of hours for which all summer 
school pupils were enrolled by tlie number of hours 
in the regular school term. "Full-time equivalent 
number of kindergarten pupils" is determined by 
dividing the number of such pupils in membership 
by two; 

(8) "Operating levy" means the sum of tax 
rates levied for teachers, incidental, and 
building funds. To equalize the operating levy, 
multiply the aggregate tax rates for teachers, 
incidental, and building funds by either the 
percent of true value, as determined by the 
state tax commission on oi before Febrt ry first 
preceding the fiscal year in which the evaluation 
will be effective, or the average percent of true 
value for the highest three of the last four years 
as determined and certified by the state tax 
commission, whichever is greater, and divide by the 
percent of true valUsi specified in section 137.115, 
RSMo; 

(9) "Orphans" are resident children five jears 
of age or older and imder eighteen years of age 
who were enrolled in the public schools the 
previous September and who are supported i^ 
whole or in part by philanthropic or state 
organizations; 

(10) "Pupil-weighted levy" shall be deter- 
mined by multiplying the equalized operating 
levy in each district for the second preceding 
year by the eligible pupils of each district for 
that year and dividing the sum thereof for all 
districts of the state by the aggregate number 
of eligible pupils for that year of ell districts 
of the state; 

(11) "QualiHed aid to dependent children 
recipients" are resident children five years of age 
or older and under eighteen years of age who 
were enrolled in the public schools the previous 
September and for whom aid to dependent 
children was allowed as certified by the division 
of family services; 

(12) "School purposes" pertains to teachers 
and incidental funds: 

(13) "State-expenditure factor^ shall be 
determined by dividing the state total of 
current expenditures for the second preceding 
year by the number of eligible pupils in the 
state during that year; 

(14) "Teacher^ means any teacher, teacher- 
secretary, subbtitute teacher, supervisor, prin- 
cipal, supervising principal, superintendent or 
assistant superintendent, school nurse, social 
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worker, or librarian who shall, regularly, teach 
or be employed for grades kindergarten through 
twelve more than one-half time in the public 
schools and who is certified under the laws 
governing the certification of teachers in 
Missouri. 

EHective 1-1-83 

163.031. Minimum aid— amount, how 
determined— source of funds, how spent.— 1. 
School districts which meet the requirements of 
section 163.021 shall be entitled to a minimum 
guarantee computed as follows: An amount 
determined by multiplying the number of 
eligible pupils by seventy-five percent of the 
state-oxpenditure factor, plus an amount 
determined by multiplying the number of 
qualified aid to dependent children recipients 
and orphans by twenty-five percent and 
multiplying the product thereof by seventy-five 
percent of the state-expenditure factor. 

2. From the minimum guarantee for each 
district there shall be deducted an amount 
derived by multiplying fifty-seven percsnt of 
the pupil-weighted lev7 as adjusted by the 
district income factor by each one hu.-dred 
dollars of the equalized assessed valuation of 
the property m the district the preceding' vear 
Also, there shall be deducted fiftyVeven 
percent ot the amount received for school 
purposes from fines, forfeitures, escheats and 
intangible taxes. 

, JJ"" amount calculated in subsections 
1 and 2 of this section shall be added an amount 
to vvhion a .tistrict is Hi^ible under the 
guaraiiteed-tax-base provision which shall be 
calculated as follows: Multiply the difference 
between the guaranteed tax"^ base less "he 
equalized assessed valuation per eligible pupil 
of the school district for the last year divided 
by one nundred times the number of ehVibl- 
pupils, times the difference obtained" bv 
subtracting fifty-seveT percent of the equalized 
pupu-weighted levy as adjusted bv the district 
income factoi from the equalized operating levy 
for the district. ^ ^ 

4. The sum determined in subsection 3 of this 
section shall be multiplied by the cost of ed-ication 
index for each school district as determined by the 
department of elementary and secondary 
education. The amount of money allocated 
pursuant to the cost of education index in anv 
subsequent year will equal the ratio existing 
between the moneys allocated pursuant to the cost 
of education index and the total amount of moneys 
distributed pursuant to section 163.031 in the first 
year the cost of education index is applied. 



_ 5. No district shall receive annuallv an 
amount per eligible pupil which is greater than 
the amount received the previous year plus 
twenty-five percent of the difference between 
the amount currently apportioned per eligible 
pupil under subsections I, 2. 3, and 4 and the 
amount per eligible pupil received the previous 
year- However, no district shall receive an amount 
greater than is provided by subsections l,2.3.and4 
of this section. If the general assembly appropriates 
more or less funds than is necessary to mee". the 
requirements ofthis section, the twenty-five percent 
limit shall be adjusted to allow for the distribution 
of available funds. 

i. (1) During the 1977-78 school vear. no 
school district shall receive less per pupil in 
-verage daily attendance than it was appor- 
tioned? during the 1976-77 school year under the 
provisior..; of subsections 1, 2, 4, 6, and 7 of 
section 163.031. RSMo Supp. 1976. In 1978-79 
and each year thereafter for five years, those 
districts which would, under subsections 1. 2. 
3, and 4 of this section, be entitled to a smaller 
amount per eligible pupiJ than was received the 
prec ding year shall receive a reduced amount 
per eligible pupil. Such reduction shall be 
twenty percent of the difference per eligible 
pupil between the entitlement under subsec- 
tions I. 2. 3. and 4 and the amount per eliciblc 
pupil received under subsections 1. 2. 4. 6. and 
lu Supp. 1976. during 

the 1976-77 school year but in no instance shall 
a district receive less than the entitlement 
under subsections I. 2. 3. and 4 or two hundred 
eighty-three dollars per eligible pupil, whichever is 
greater. The two hundred eiehtv-three dollar base 
tigurc shall be miilliplicd annualK b\ iIk -.'.'iie 
pe.cent thut the appropriation ol state funds t.irthe 
school foundation program is changed from the 
previous year and the product added to the amount 
per eligible pupil apportioned the previoii.s vear 
under this section. However, at no time, sh.ill the 
percent of this annual adjustment exceed the 
percent of annual adjustment for the mean average 
of the lowest five percent of the districts which 
receive an apportionment based upon subsections 
I. 2. 3. 4. and 5 of this section. 
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Minimum Guarantee 

1. Number of Eligible Pupils x (75% of 
State-expenditure Factor) S 

2. (ADC + Orphans) x .25 x (75% of 
State-expenditure Factor) S 

3. Total Minimum Guarantee (Line I 

plus Line 2) S 

Deductions 

4. Fqualized A/ V ^ (57% of Pupil- 

SlOO weighted SI 00 
Levy X district 
income factor) 
S 

5. Fines, Forfeitures, Escheats, et cetera 
(57% of the amount received the 
previous year for school purposes) 
S 

6. Intangible Taxes (57% of the amount 
received the previous year for school 
purposes) S 

7. Total Deductions (Sum of Lines 4. 5, 
and 6) S 

8. Bas'c Entitlement (Line 3 minus Line 

7) S 

Guaranteed Tax Base (GTB) Add-on 

9. (GTB minus Dist. Equal. A/ V per 
eligible Pupil -^ 100 x Number of 
Eligible Pupils x (Dist. Equal, 
operating Levy minus fifty-seven 
percent of !he Pupil-weighted Levy 
district income factor) S 

(cannot be less than "0") 

10. District Entitlement (line 8 plus Line 

9) X cost of education index S 

IL Apply hold-harmless or maximum 

mcrease clause to Line 10 S 

7. The state board of education shall, at the 
time of making the annual apportionment, 
apportion special state aid as now or hereafter 
provided by section 163.161 building aid as 
provided by law, and the aid provided by 
section 162.975, RSMo. 

8. A school district shall spend for teachers' 
5;alaries each year at least seventy-tlve percent 
of the state school funds received under 
subsections L 2, 3, and 4 of this section and under 
section 162.975, RSMo, and as much of the 
revenue produced by local tax levies as was 
<;pent oer eligible pupil for teachers* salaries the 
previous year. In the event a disinct tails to 
conply with th's provision, the amount by 
which the district fails to spend funds as 
provided herein shall be deducted from the 
district's apportionment for the following year, 
pr(»vi(led that the aiate board of education may 
exempt a s( hool district from this provision if 
the state board of education determines that 
circumstances warrant such exemption. 

163.036* Estimates of average daily 
attendance— authorized, how computed— error, 
effect of. In computing the amount of sta'c aul a 
__SchaoLdistrict4S-cntitIc<Kto>receive-undcMcction- 



163.031, a school district mav estimate the 
number of eligible pupils for the ensuing year, or 
may use the average number of eligible pu'pils'for 
the immediately preceding year, or may use the 
average number of eligible pupils for the 
immediately preceding three years. Any error made 
in the apponionment of state aid because of a 
difference between the actual number of elisible 
pupils and the estimated number cf eligible puoils 
shall be corrected as provided in section 163.091, 
except that if the amount paid to a district 
estimating eligible pupils exceeds the amount to 
which the district was actually entitled by more 
than five percent, interest at the rate of six percent 
shall be charged on the excess and shall be added to 
the amount to be deducted from the district's 
apportionment the next succeeding year, 

(U 1967 p. 248. A.L 1969 p. 268. A.L 1977 H.B. I3I. A.L. 1982 Adopted 
by inituttve. Propwition C. November 2. 1982) '^aoplea 
Effective 1*1-83 

GwKral AswmbliM m<«tin| aubscqutnt to \ht rtjuUr ^ema of tb« 
Stvtcty Fifth Centra] Aiumbly are not required to nukt any of the 
tppropruUon* autad in Sectiona U9X)10. U9.020. U9.030. 163.031 163.036 
i^^^l^*,"""^ ^ ^ Seventy fifth General Ai*eably «fld rtfcrrtd to 
m the School Fctincation Uw prior to malcing any appropriaiiona for purpocea 
kMrtf in priority than the support of public achooti «i laied in Sectior 36. 
Arnda III. Miuouri Conjtituuon. The Gtatnl Assembly auit atiU eooply 
Iwwwr. with Section 3(b). Article IX of the Misaouri Constitution rtquiriai 
that at least twenty.Hve percent of the VM revenue be Appropriated annually 
ffw aupport cf the frw public tchooU. Op. Atty. Cea. No. 209. Waters. 

163.087. Six-director urban and metropolitan 
school districts^ distribution of school district irus^ 
fund.— I. Money in the school district trust fund 
shall be distributed to each six-director, urban aud 
metropolitan school district in the state in the same 
ratio that the number of eligible pupils in the 
district bearf to the total number of eligible pupils 
in all such school districts for the precedingyear. As 
used in this subsection, the term "eligible pupils" 
has the meaning ascribed to it in section 163.01 5. 

2. Money ^n the fund shall be di.stributed 
monthly on or before the fifteenth day of each 
month. The state board of education shall certify 
the amounts to be distributed to the several school 
districts to the commissioner of administratio. who 
shall issue the warrants therefor. 

3. Money received by i school district from 
the school district trust fund shall be deemed to be 
local tax revenue derived for the same tlscal year in 
which the money is received, for the teachers, 
incidental and building funds, and may be 
deposited to such funds of the district in such 
proportions as the school board determines 
provided a minimum of seventy-five percent of such 
funds shall be deposited in the teachers fund. In the 
calculation of state aid for the district under the 
provisions of section 163.031. fifty-seven percent of 
one-half the amount received by the district in the 
first preceding year shall be deducted from the 
minimum guarantee in the same manner that is 
prescribed in such section for deduction from the 
amounts received by the district from fines, 
forfeitures, escheats and intangible ta.xcb. 

rL m2 h\ ,n,UAU\C. Propotiimn C. Novcmhcr 2. 

tfrcctivc l-l-«3 
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THE EQUITY OP PUBLIC SCHOOL FINANCE IN MISSOURI: 1977-1981 

Addendum 

One of the goals of the research reported in "The Equity of 
Public School Finance in Missouri: 1977-1981", was to replicate 
a portion of a study done by the Education Commission of the 
States (ECS) in 1980, "The Missouri School Finance Scudy." 
The ECS study presented statistics for the years 1977, 1978, 
and 1979. We wanted to update those statistics for 1980 and 1981. 
in order to know that our results were comparable to the ECS results, 
we ran our own statistics for all five years, 1977 through 1981.' 
Most of our results were in the same direction as those reported 
in the ECS study. However, our results differed from theirs on 
th... statistics illustrating the extent to which revenues per pupil 
depended on local property wealth and income. Their rosults 
indicated a marked decrease in the strengtT. of the relationship 
between revenues per pupil and property wealth per pupil from 1977 
to 1978, whereas our results did not. Correspondence with ECS after 
the publication of our report indicated that our results may have 
differed from theirs because they included only K-12 districf.s. 
we included K-6 distr-ts as well. They also reported that they 
used the student as the unit of analysis, whereas we used the 
district as the unit of analysis. That is, they ran the correlation 
coefficients with approximately 850,000 observations, with each 
observation representing one pupil, whereas v nsed only 554 obser- 
vations, with eanh observation representing o.. district. 

In order to determine whether these methodological differences 
^ I explain the difference in our findings, we did an abbreviated 
I I analysis, including only K-12 districts and using the student as 
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the unit of analysis. Because of the costs involved in 
running the analysis for 850,000 observations, our analysis 
was limited to the years 1977, 1978, and 1979. 

Using the methods described by ECS did not produce a 
significant change from the results reported earlier on the 
correlation between revenues per pupil and property wealth pe: 
pupil. Table 1 illustrates the results produced by the three 
analyses . 



Table 1 

Correlation Coefficient Between Revenues Per Pupil 
and Property Wealth Per Pupil for Different Analyses 

K-12 districts only. All districts, k-12 districts only. 

Student as Unit of District as Unit Student as unit of 

Analysis (ECS ) of Analysis Analysis 

1977 .70 .77 81 

1978 .54 .75 79 

1979 .52 .74 76 
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According to our results, regardless of the method usfed, revenues 
per pupil were strongly dependent on property wealth psr pupil in 
1977, and there was no marked change in this relationship as a 
result of the 1977 reforms of the school aid formula. 

With regard to the statistics illustrating the strength 
of the relationship between revenues per pupil and income, using 
the student as the ' it of analysis did make a difference in 
the results. The relationship appears to be stronger using this 
approach. Table 2 illustrates the difference in the results for 
the three analyses. 
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Table 2 



Correlation Coefficient Between Revenues Per Pupil 
and Income^ for Different Analyses 



K-12 districts only. 
Student as Unit of 
Analysis (ECS) 

197? .66 

1978 .61 

1979 .54 



All districts. 
District as Unit 
Of Analysis 

.32 

.27 

.26 



K-12 districts only. 
Student as Unit of 
Analysis 

.45 

.44 

.40 



Our results, usina the student as the unit of analysis, indicate 
a stronger relationship between revenues per pupil and income 
than appeared when the district was used as the unit of analysis, 
but our statistics indicate a weaker relationship than that reported 
by ECS. Our results also indicate very little decline in the 
strength of the relationship for 1977 through 1979. When the 
student is used as the unit of analysis, there appears to be a 
greater proportion of cases where high revenues per pupil are 
associated with high income, or where low revenues per pupil are 
associated with low income. 

In conclusion, the methodological differences reported in 
correspondence with ECS fail to explain the differences between 
our findings and theirs. 

Sharon Ryan 

House Research Staff 

June IS 8 3 
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